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THE CHANGING THEORY OF PROPERTY TAXATION 


This paper puts forward, on the basis of some recent historical research, the following 
hypothesis. 

Contrary to the general idea of more or less chronic confusion in the theory of property 
taxation, we have had three fairly distinct periods of property tax theory in the United 
States. In the earlier period property taxation rested avowedly on the ability theory. To- 
ward the middle of the past century, the expansion of the social activities of government 
precipitated a sharp conflict, in the course of which opponents of these newer activities, 
representing largely property holding classes, fell back in self-defense upon the benefit prin- 
ciple of taxation. The traditional political philosophy of the courts made them particularly 
susceptible to this point of view. The result was a remarkable emphasis upon the benefit 
principle throughout the latter half of the century, which, in medical language, represented 
the “resistance” of a property holding democracy to the expanding concept of the social 
responsibilities of government. 

With the passing of this somewhat unique phase, the common thought at the present 
time is that property taxation rests essentially on the ability basis, notwithstanding the fre- 
quent “breakdown” and “collapse’’ of the ability theory at the hands of recent writers. 


Tax theory is commonly held to be subordinate to administrative and 
practical considerations, and perhaps properly so. Although, if we are 
speaking of actual practice, we might as well tell the whole truth and 
concede that tax administration likewise is commonly subordinate to poli- 
tics. The writer is inclined to hold that in the long run tax theory is more 
powerful than either administration or politics, and that tax theories have, 
as a matter of fact, exerted a significant influence upon the development 
of actual tax systems in the United States. The tax theories embodied in 
the “uniformity” clauses of the middle of the past century have materially 
shaped the development of state tax systems since that time; a particular 
type of tariff theory has certainly shaped our tariff policy; and it was the 
tax theories of the Granger and Populist movements that forced the adop- 
tion of our federal income and inheritance taxes. Durant observes in his 
Story of Philosophy that in modern times “economic theories can over- 
turn governments.’ We know of no tax theory at the present time that 
seems likely to overthrow any government, but after all even tax theory 
Is young yet. 

It seems particularly ironical that in the field of property taxation—the 
largest single source of governmental revenue in the United States—our 
concepts of theoretical principles should be conspicuously vague and con- 
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fused. Many tax students at the present time hold that the property tax 
is based on the “‘ability’’ principle; but other authorities of equal weight 
contend that it rests on the “‘benefit’’ principle; and probably the majority 
of both students and administrators believe it is based on no principle 
but that of availability and practical necessity. 

We have no inclination to arbitrate these differences of opinion. But 
some extensive reading of property tax cases in the courts—for a purpose 
entirely unconnected with the subject of this paper—has suggested, by 
way of by-product, a hypothesis that seems to throw some light on the 
changing theory of property taxation. 

We say changing theory because it appears to have been not so much 
a matter of confusion of theory as of definite changes in theory from time 
to time. In short, there seem to have been three fairly definite “periods” 
of property tax theory in this country. 


I. The Ability Theory 

Without going too far back into antiquity, it may be said that property 
taxes in some form or other have existed from the earliest times; and that 
so far as they were related to any principle in more primitive times it was to 
that of relative ability to contribute. In earlier times, as a matter of fact, 
no such thing as the “Benefit Theory’’ existed. It could not well exist, 
when governments themselves did not exist for the welfare of their peoples; 
when the ordinary individual anticipated no benefits from his government 
and was happy if only he were unmolested by it. Taxpayers of mote recent 
times have sometimes been inclined to take a similar point of view. 

The concept of public contribution according to ability was, however, 

advanced by Greek and Roman writers; in medieval times the idea of 
justice in the distribution of taxes emerged still more clearly; and with 
the rise of modern constitutional governments in Europe, the concept of 
ability as a criterion of justice was definitely enunciated. Cannan, for ex 
ample, speaking of local taxes in England, observes: 
It seems to be quite clear that in the Fourteenth and Fifteenth Century the ac 
cepted view was that each inhabitant should pay according to his ability or sub- 
stance, for in those days ability and substance meant much the same thing: the 
man who has a large income without having a large capital is a product of 
modern civilization.” 

When property taxes were adopted by the American colonies, condi- 
tions were still similar in many respects to those of the fourteenth and 
fifteenth centuries, described by Professor Cannan. “Ability and substance’ 
still meant much the same thing; and taxes were deliberately levied o 
the principle of taxing everyone “‘according to his estate and with cor 


* Edwin Cannan, History of Local Rates in England, 2nd ed., p. 23. 
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sideration to all other his abilityes whatsoever.’’* It is true that these 
sundry “‘abilityes whatsoever’ included at various times income, wages 
and earnings of occupations, and other things. But the significant thing 
from the standpoint of our inquiry is that property taxes were included 
among the group of taxes that rested upon “consideration” of ability. 
Throughout the later colonial periods and the early period of the na- 
tional government it is difficult to find evidence of any other principle in 
the minds of legislators and taxpayers. Even throughout the uniformity 
agitation in the middle of the past century, when taxation was an intensely 
acrimonious issue, and when the records of party platforms, public resolu- 
tions, and legislative debates are particularly abundant, discussion still 
turned upon the relative ability of different groups to pay taxes. The gen- 
eral argument for the taxation of railroads, for example, was not that 
they benefited as much as other classes—that was obvious in a period of 
liberal land grants and wholesale government subsidies—but that the 
railroads were as able to pay taxes, as the “working farmers’ and other 
classes. It seems clear therefore that throughout the early period of its de- 
velopment in this country, property taxation was conceived in the minds 
both of legislators and taxpayers as resting definitely on the principle of 
ability. 
II. The Benefit Principle 


As a matter of fact, there is no evidence that the ability theory was 
ever abandoned on the part of large sections of public opinion in this 
country. The widespread movement for federal income and inheritance 
taxation in the last quarter of the past century affords evidence of its 
vitality throughout that period. But toward the middle of the century 
there was a remarkable resurgence of benefit theory and a surprising recog- 
nition of its pertinence and validity on the part of the courts. 

Considerable caution is necessary, however, in interpreting judicial refer- 
ences to “benefit,” because both the English and American courts had 
been accustomed to speak of benefit as the justification for taxation in 
general. Citizens were properly subject to taxation because of the benefits 
they received from government—regardless how the particular taxes 
night happen to be apportioned. This was a matter of general political 
philosophy, not a statement of the benefit theory of taxation, which means 
the apportionment of taxes in proportion to the benefits conferred on the 
taxpayer. 

Furthermore there were some particular circumstances of the times 
which would have precipitated questions of benefit more sharply than 
before, regardless of any change of theory. One of these was the spectacular 
growth of cities and towns and the rapid development of the field of 


* Ordinance of Massachusetts Bay Colony, 1634. 
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special assessments in the process of financing the construction of streets 


and other municipal utilities. But while the courts had some difficulty in ag: 
drawing the line between the proper objects of general taxation on the -" 
one hand, and of special assessments on the other, nevertheless it is com- Ap 
paratively easy to distinguish the cases which involved this type of special ” 
benefit. Another such circumstance was the popularity of local improve. 2 
ments carried on at public expense and the growing practice of creating - 
special “districts” for financing and constructing these improvements. These - 
cases are somewhat more complicated than the special assessment cases bot 
above (sometimes involving special assessments as well as jurisdictional 
and other questions), but on the whole it is not difficult to distinguish them Eve 
from cases involving the issue of general taxation. ide. 
Considerable allowance must be made also for the oratory to which the 
courts, especially in the southern and western states, were formerly prone. mn 
Some of their ponderous discussions of the proper principles of taxation 
should probably be put down as “legislative debate’’ rather than judicial dj 
pronouncements, although this in no way lessens their significance for the oe 
purpose of our present inquiry. 3 
And finally, it is not meant to imply that the question of benefit in xe 
taxation had not been raised prior to the period we are discussing. In 
some of the eastern states it had been raised, and more or less disposed of, ne 
before its resurgence in the middle and western states in the period under “PP 
consideration. In a quaint and curious case in the Massachusetts Supreme + . 
Court in 1820, cited in scores of instances thereafter, the Amesbury Nail a 
Factory protested against payment of the parochial taxes, for the support . , 
both of religious teaching and secular instruction, on the ground that cor- cipl 
porations, having no souls and being therefore incapable of salvation, | : 
“cannot possibly derive any benefit, in their political capacity, from the 04 
instructions or ministrations of those teachers.” The court held that they Wie 
did benefit in the fact that “property is made more secure by the... < 
religious and moral instruction of adults.” In this way every property we 
owner “‘receives a compensation.” 
But notwithstanding all these cautions and qualifications, one cannot As § 
but be impressed with the extent to which the issue of benefit was raised, with 
and frequently approved by the courts, as the proper principle of taxation 7 
in the period from the middle of the century on. In 1851, for example, we The 
find the New York Court of Appeals asserting: Whi 
A property tax for the general purpose of the government . . . is regarded a nal 
a just and equitable tax. The reason is obvious. It apportions the burthen accord: taxe 
ing to benefit more nearly than any other inflexible rule of general taxation. A iron 


rich man derives more benefit from taxation, in the protection and improvement 
of his property, than a poor man, and ought therefore to pay more.‘ 


* Amesbury Nail Factory v. Weed, 17 Mass. 52. 
* People v. Mayor, 4 Comstock (N.Y.) 419, 428. Italics our own. 
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Two years earlier a citizen of Hopkinsville, Kentucky, had appealed 
against payment of a tax occasioned by an extension of the city limits, 
from which, he claimed, he received no benefits. The Kentucky Court of 
Appeals held that he did benefit, or would sometime benefit, sufficiently 
to justify the tax, but added with apparent emphasis that it would not 
sustain a tax where it was “palpable that persons or their property are 
subjected to a local burthen for the benefit of others, or for purposes in 
which they have no interest, and to which they are, therefore, not justly 
bound to contribute.’’® 


At about the same time the Supreme Court of Michigan declared: 


Every species of taxation in every mode is in theory and principle based upon an 
idea of compensation, benefit, or advantage to the person or property taxed. ... 
Taxation, not based upon any idea of benefit to the person taxed, would be grossly 


unjust, tyrannical, and oppressive, and might well be characterized as public 
robbery.® 


It would scarcely be possible to formulate a more precise statement of the 
benefit principle. 

The cases that raised this issue were usually brought under state constitu- 
tional provisions requiring due process and prohibiting the taking of 
private property without compensation. After the adoption of the Four- 
teenth Amendment to the federal Constitution and the extension of its 
application to include tax matters, the same issue was successfully raised 
in the federal courts. But meanwhile litigation involving the issue of benefit 
was brought in the state courts with increasing frequency from the middle 
of the century on, and judicial pronouncements upon the proper ‘“‘prin- 
ciple” of taxation were made with increasing assurance. 

In 1854 one Southgate complained against taxes levied on his farm in 
consequence of its annexation by the city of Covington. He was able to 
point out that there was still unsubdivided land between his farm and the 
former city limits, although the court took cognizance of the fact that 
there were subdivided sections beyond his farm “containing, as we under- 
stand, some inhabitants.” Nevertheless the tax was held invalid: 

As Southgate has made no town upon his land and desires none . . . it would 


seem that if there can be a case of taking private property for public use . 
without making compensation therefor, this must be regarded as one.’ 


The court went so far as to add: “But it is the tax and not the boundary 
which is unconstitutional”; meaning that while the extension of the city 
limits was entirely legal, nevertheless the city could not levy municipal 
‘axes upon property situated therein which did not specifically benefit 
‘rom the various municipal services. 


’ Cheany v. Hooser, 9 B. Mon. 330, 345. 
_ Williams v. Mayor of Detroit, 2 Mich. 560 (1853). 
City of Covington v, Southgate, 15 B. Mon. 498. 
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Some years later one Marshall sued on account of “the forcible seizure 
and conversion of a cow of the value of sixty dollars,” for payment of 
school taxes. In this case there were some complicating factors, and the 
court held that Marshall's cow was properly converted because he received 
“his full share of the benefits and advantages accruing from the school 
system.” Whereupon the court, in the course of reviewing—with ap. 
proval—a long line of previous decisions, laid down this remarkable 
principle of taxation 
The legislature has the constitutional power to establish a municipal corporation, 
to define its boundaries, and to delegate to it the are to impose and collect 
taxes for the support of the municipal government: but this local taxation cannot 
be imposed upon persons or property receiving no benefit whatever from that 
government. It does not matter that the property is situated nor that the person 
resides within the corporate limits of the municipality. The taxation cannot be 
imposed where there are no benefits, upon the ground that it would amount to 
the taking of private property for public use without compensation.® 

By 1876, Judge Cooley, in the first edition of his text, the Law of Taxa 

tion, upon which succeeding generations of law students have grown up, 
was able to write: 
If it were possible to do so, the taxes levied by any government ought to be 
apportioned among the people according to the benefit which each receives from 
the protection which the government affords him; but this is manifestly impos- 
sible . . . income or the source of income are almost universally made the bas's 
upon which the ordinary taxes are estimated. This is upon the assumption, . . . 
sufficiently near the truth for the practical operations of government, that the 
benefit received from the government is in proportion to the property held, or 
the income enjoyed under its protection; and though this can never be arrived 
at with accuracy, . . . experience has given us no better standard.® 

This comes near being an authoritative statement that in this country, in 
1876, taxes were ‘almost universally” based upon the benefit principle 
and on the assumption that “the benefit received . . . is in proportion to the 
property held.” 

This seems the more remarkable because the courts are ordinarily loath 
to embark upon statements of general principle, preferring to stay within 
the safety zones of the particular circumstances presented in particular cases. 
But in this matter of the proper theory of taxation, they spoke with 
increasing assurance down toward the end of the century. 

In the Louisville Bridge case in 1883 the court held that a bridge actoss 
the Ohio River, but within the city limits of Louisville, was not subject 
to municipal taxation 


It is not sufficient to show that the bridge was built within the corporate 
limits of the city or that the bridge is very valuable property. . . . If al 
* Marshall v. Donovan, 73 Ky. 681, 692. See cases there cited. 
* Cooley, Lau ['axation, 1st ed., pp. 16, 17. Cf. Cases there cited and in 4th ed 


vol. i. p. 83, note. 
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property is to be taxed because it is profitable to own by reason of the patronage 
of the city, . . . where then would the supposed corresponding benefits of the 


city’s patronage cease 

In the Henderson Bridge case, the court sustained the tax on the basis 
of a virtual contract at the time the bridge was built, but said clearly and 
firmly that otherwise the bridge could not be subjected to municipal taxa- 
tion. Furthermore, in discussing the difference between special ‘‘districts” 
and ordinary municipalities, the court laid down the general principle of 
municipal taxation with a sweepingness that was characteristic of the 
courts of the time: 


In the former case, the inquiry is, is the property within the taxing district? . . . 
In the latter case, the inquiry is, is the property benefited . . . by the taxation ?" 


The Kansas Supreme Court finally went the Kentucky Court one better 
by rigidly applying the benefit test even within a specially created legis- 
lative district. This case involved a statute providing for the ploughing of 
“fire strips’ at intervals for the prevention of prairie fires. Certain am- 
biguities in the wording of the statute complicated the issue somewhat, but 
in substance the court held the statute invalid because all taxpayers (in this 
case a railroad) were not so situated as to benefit from this precaution, 
although it was shown that the particular location of these fire strips was 
governed in part by the specific consideration that prairie fies were fre- 
quently started by sparks from the railroad locomotives.’ 

There were, of course, per contra cases sprinkled along through this 
period. It is not meant to imply that the trend we have described was a 
uniform one by any means, although the statement in Judge Cooley’s text 
above would seem to imply that in the minds of legal authorities the benefit 
principle was the accepted principle of taxation. But it is hazardous to 
generalize about any uniform trends in the decisions of the federal courts 
and the courts of the forty-eight states; and all that we mean to point 
out here is the remarkable emphasis upon benefit throughout this period, in 
contrast with the attitude of the courts in preceding and subsequent periods. 

But even in the cases contra it may be observed that the courts rarely 
made such a positive denial of the consideration of benefit as did the 
Ohio Supreme Court in the statement: 


It is not necessary . . . that persons or property taxed therefore should be directly 
or pecuniarily benefited thereby.?8 


" Louisville Bridge Co. v. Louisville, 81 Ky. 189. 
“Henderson Bridge Co. v. City of Henderson, 14 S. W. 493 (Ky. Court of Appeals, 
1890). 

“ Atch. Top. & Santa Fe R. R. Co. v. Clark, 60 Kan. 826 (1899). 

"N.Y. L. E. & W. R. R. Co. v, Commissioners, 48 Ohio St. 249. See similarly P. C. C. 


+ L. R. R. Co, », Harden, 137 Ind. 486, and B. & O. R. R. Co. v. Jefferson Co., 29 
ed, 385. 
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Generally, where the issue of benefit was raised by the taxpayer, the 
courts apparently felt it incumbent upon them to recognize the pertinence 
of the issue and to point out at least vague and indirect ways in which the 
taxpayer would receive some compensating benefit. A Kentucky court 
observes: 
This court would scarcely undertake to say that such improvements . . . would 
not indirectly affect the value of appellee’s property.*4 
The Alabama Supreme Court, in sustaining a county school tax against 
the objection that corporations and non-residents could derive no benefit 
from the public schools, called attention to the fact that such taxpayers 
had property to protect and that “greater security results from the moral, 
intellectual, and social improvement of the community, by which the 
property is surrounded.”** And when one Kelly resisted the levy of 
municipal taxes by the city of Pittsburgh, on the ground that on his 80-acre 
farm he could not avail himself of any of Pittsburgh’s amenities, the United 
States Supreme Court consoled him with the thought that “‘the water works 
will probably reach him some day.’*® 

There was likewise considerable ‘‘straddling” of the issue, particularly 
toward the end of the century, when it was becoming increasingly difficult 
to sustain a rigid application of the benefit principle. The United States 
Supreme Court held against the taxation of railway cars located outside of 
a state, on the ground that “the power of taxation . . . is exercised upon 
the assumption of an equivalent rendered to the taxpayer in the protection 
of his person and property, in adding to the value of his property,” and 
so forth; and on the next page proceeded to quote with equal approval 
Adam Smith’s ability canon of taxation!*’ In the same year Judge Cooley's 


editors also weakened, making one grudging concession in the third edi- 
tion of his Law of Taxation. Where Judge Cooley had said baldly in 1876, 


that “the benefit received from the government is in proportion to the 
property held,” the 1903 edition says: the benefit “bears some proportion 
to the property held 

From this time on the courts gradually relaxed their application of the 
benefit principle, though not relinquishing entirely their jurisdiction over 


tax theory. For instance, the United States Supreme Court declared in 
1920: 
A state law will be held to conflict with the Fourteenth Amendment only when 
it proposes, or clearly results in, such flagrant and palpable inequality between the 
“ McFerran v. Allow 14 Bush, 580. 
* So. Ry. Co. v. St. Clair County, 124 Ala. 491. 
* Kelly v. Pittsburgh, 104 U. S. 78 (1881). 
* Union Refrig. Transit Co. v. Kentucky, 199 U. S. 194 (1903). 
* Cooley, Law of Ta> n, 3rd ed., vol. i, p. 27; similarly 4th ed., vol. i, p. 213. 
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ber 
burden imposed and the benefit received, as to amount to the arbitrary taking of 
the property without compensation.*® 
nce Here seems to be a perfect illustration of the maxim of Roman law that 
the the “‘exceptio” proves the rule. In holding this particular case to be out- 
Dur side the scope of the rule, the Court formulates its adherence to the 
rule with unusual precision: a sufficiently flagrant inequality between the tax 
yuld imposed and the benefit received wal] be in conflict with the Fourteenth 
Amendment. 
nat Now, how far all this judicial “theory” reflected any trend of popular 
nefit thinking—or helped to shape it—would be difficult to determine. We 
yers have referred above to certain obvious indications of the continued vitality 
oral of the ability theory in aggressive movements for income and inheritance 
the taxation and other tax reforms. But nevertheless it can safely be asserted 
r of that at least the zsswe of benefit was raised with increasing frequency, in 
fae popular discussion and in legislative debates, after the middle of the past 
sited century. This was particularly true in connection with the levying of taxes 
orks for the newer types of governmental activity that were developing in that 
period. 
larly Even economists and tax students from time to time gave considerable 
cult support to this point of view. The movement for ‘‘separation of sources” 
bates of state and local revenue, which attained great vogue toward the end 
in of of the century and throughout the first decade of the new, was based in part 
upon on administrative considerations; but it was justified largely on the ground 
iene that the benefits of local government accrued particularly to the property 
heal owners of the community, and that there was therefore a degree of ap- 
cond propriateness in levying upon property for the support of local govern- 
olev’s ment which did not obtain in the case of the state government. This was a 
1 edi- substantial recognition of the benefit theory. 
1876, And finally, in 1925, we find a committee of the National Association 
© the of Real Estate Boards recommending: “We ought to get back to bedrock 
ae and pay in proportion to benefits received,’’® the implication being that in 


the judgment of this group “‘bedrock’’ in tax theory was the benefit prin- 
of the ale. 


1 over Reason for the Change 

red in This change of emphasis from Ability in the early development of 
property taxation to Benefit in the period just discussed is so extraordinary 

es that it seems to call for some specific explanation. We have referred above 

ven the to the expanding social activities of modern government. The influence 


of this development upon the general status of property taxation in our 
revenue systems is familiar enough. We are inclined to think that what we 


" Dane v, Jackson, 256 U. S. 589. 
3. ~ Committee on Taxation, in its Report of January 15, 1925. 
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are now confronted with is the influence of this same development Upon 
the sheory of property taxation itself. 

The movement for free public schools affords a striking illustration 
This movement developed with particular vigor in the period from around 
1825 to the outbreak of the Civil War. It precipitated a heated conflict and 
a vast amount of discussion, much of which was surprisingly acrimonious; 
Opponents of the movement protested that it was utterly unjust to ta 
a man who had no children of his own in order to educate other men’; 
children—that is, to tax one who would receive no direct benefit from the 
proposed governmental service. And until 1855 in Illinois the statutes pto- 
vided that while school districts might be organized and might levy taxes 
for the support of the schools, nevertheless no one could be taxed for school 
purposes unless ‘his consent in writing was first had and obtained.” Sub- 
stantially similar statutes existed in a number of states. 

Here was the Benefit Theory in all frankness. But its significance lies 
in the fact that it was the opponents of the proposed governmental a. 
tivity who fell back upon the Benefit Theory, while the advocates of the 
proposal still adhered to the Ability Theory, arguing that elementary educ- 
tion was a proper governmental function, toward which citizens should 
contribute in proportion to their means, whether they themselves partic: 
pated directly in the benefits of the particular service or not. 

Now, this alignment did not arise from any a priori differences in ta 
theory but from the simple fact that property owners knew they would 
be subjected to heavier taxes if this expansion of governmental functions 
were approved. The Benefit Theory afforded them a defense which could 
not be set up under an Ability Theory of taxation. 

And this alignment on the issue of free public schools was duplicated 
time after time on subsequent issues involving proposals for some expan- | 
sion of governmental activities. This was particularly true toward the | 
latter part of the century, accompanying the rapid growth of cities and the 
development of modern municipal activities. The establishment of high 
schools, libraries, and hospitals, the development of parks and playgrounds 
and other municipal activities were opposed not usually on the ground of 
any undesirability in themselves but on the injustice of maintaining them 


by levies upon property owners who would derive no direct benefit from 
them. 

And thus we had one of the most interesting examples of the influence 
of changing political philosophy on tax theory. The advocates of successive 
expansions of the sphere of governmental activities in the interest of the 
general public, particularly of the poorer classes of the population, neces : 
sarily stood for taxation on the basis of some form of the Ability Theory. . 
The opponents of expansion, representing largely the property classes who 


would have to carry the cost of these expansions and who would participate 
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least in their benefits, necessarily fell back upon the Benefit Theory, as the 
only—or at least the most effective—prophylactic available. 

Unable to make headway directly in state legislatures and city councils 
against the rising demand for these social services on the part of govern- 
ment, property holders went into the courts, sometimes on the direct issue 
of the propriety of governments engaging in these activities, but more fre- 
quently on the indirect issue of their right to levy taxes for the support of 
these activities upon property holders who would not benefit from them. 

Two things made the courts of the time peculiarly sympathetic to this 
appeal. The first was the fact that American courts have assumed from 
the earliest times that one of their cardinal functions was the protection 
of property and individuals against the arbitrary encroachments of gov- 
ernmental authority. This conception grew naturally out of the conditions 
surrounding the adoption of the federal Constitution and out of the politi- 
cal philosophy prevalent at the time. 

The second factor was the general acceptance among educated classes of 
the “contract theory” of the state, inherited from the pre-revolutionary 
writers in France and from the liberal philosophic writers in England. 
This familiar concept of government had dominated political thinking in 
America since the time of Thomas Jefferson. Generations of lawyers had 
grown up on it. Its precision and comprehensiveness commended it to 
scholarly minds; and its guid pro quo, bargaining character appealed spon- 
taneously to a log-rolling, horse-trading democracy. Modern “‘organic”’ 
theories of the state and society were just beginning to take form; and the 
“corporative,” “‘authoritarian,’” and “‘totalitarian’’ concepts of govern- 
ment had not yet been inflicted on an unhappy world. Consequently the 
contract theory of the state continued to exercise a remarkable influence 
upon the thought of educated groups in this country throughout the nine- 
teenth century—surviving in some quarters, in fact, until the writer heard 
it expounded by Woodrow Wilson at Princeton. 

In what degree the courts were specifically influenced by this philosophi- 
cal background, it is of course impossible to say. But it is certain that the 
traditional concept of their primary duty to protect property and individuals 
from the arbitrary encroachments of government and their general ac- 
ceptance of a guid pro quo type of political philosophy strongly predisposed 
them to listen favorably to the arguments of property holders that the 
proper basis of taxation was the benefit principle. 

Furthermore it is apparent that the amount of litigation and the persist- 
ence with which the issue of benefit was pressed upon the courts varied 
very much in proportion to the activity and aggressiveness with which 
movements for expansion of the social activities of government were car- 
tied on—much as medical science measures the severity of infections by 
the vigor with which the system develops the “‘anti-bodies” of resistance. 
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Consequently, it was not a mere coincidence that this trend of judicial con- 
struction should have reached an apparent climax toward the end of the 
century, when “‘populist’’ and “‘socialistic” agitation was particularly ram- 
pant.” In medical language, the Benefit Theory in taxation represented the 
“resistance” of a property holding democracy to the expanding concept of 
the social responsibilities of government. If Seligman and the other stal- 
warts who inveighed against the Benefit Theory could have been more 
aware of this unique part played by the Benefit Theory in the United States, 
it would have added range and precision to their heavy artillery. 


III. Present Theory 


This brings us to the problem whether there is any general theory of 
property taxation at the present time; and if so, what it is. The source for 
such diagnosis now cannot well be any general pronouncements of the 
courts, partly because the issue of relative benefit is rarely raised in tax 
litigation and partly because the courts are much less prone than in the 
past century to make general pronouncements of tax theory. Nor will it 
be found in the texts of academic writers, who likewise have become too 
cautious and too “‘practical’’ to risk any such generalization as Adam 
Smith’s broad statement that ‘‘the subjects of every state ought to contribute 
towards the support of the government . . . in proportion to their respective 
abilities.” In both courts and texts we find a cautious restraint upon general 
statements of contemporary tax theory. 

But if we go out into the arena of current legislative and popular dis- 
cussion of tax questions, it is scarcely too much to say, reversing President 
Cleveland's epigram, that we are actually ‘‘confronted with a theory.” And 
however crudely or vociferously expressed, it is at bottom none other than 
A. Smith’s “First Canon” of taxation quoted above, which, submerged 
from time to time beneath considerations of expediency, emergency, and 
partisan pressure, still rises to plague legislatures and legislative com- 
muttees. 

The writer has sat on scores of committees and attended hundreds of 
conferences and sessions of governmental and civic bodies engaged in 
consideration of changes in revenue systems. At the moment it would be 
difficult to recall one in which the issue turned on any consideration of 
comparative benefits enjoyed by different groups of taxpayers. Farm 
groups, railroads and public utilities, merchants and manufacturers, teach- 
ers’ groups and labor organizations do not argue about differences in the 


** And when Mr. Justice Field, of the United States Supreme Court, referring to the 
federal income tax of 1894, declar The present assault upon capital is but the begin- 
ning. It will be but the stepping-stone to others, larger and more sweeping.” Pollok v. Farm- 
ers Loan & Trust Co., 157 U.S. 129, 607 
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degree in which they participate in the benefits of government. They all 
do argue vociferously about how much more taxes they pay than other 
groups in proportion to—income, what they are “able to pay,” what they 
can “afford to pay,” or other phrase that is intended to suggest financial 
capacity in some form. Elaborate statistical studies are made from time to 
time of the burden of taxes in terms of income. And while efforts may 
be made to refute the statistics or to question the typicalness of the period 
or the conditions they represent, it seems scarcely to occur to anyone to 
question the assumption on which the statistics are based—namely, that 
any group whose taxes absorb a larger proportion of income than in the 
case of other groups is thereby being taxed ‘‘disproportionately.”’ 

There are particular fields of revenue to which it is understood that other 
considerations apply. Special assessments in both legal theory and com- 
mon practice are based on specific benefits to property—however much the 
actual results may sometimes be in doubt. The gasoline tax is based frankly 
on the cost of a special service—namely, highway construction and main- 
tenance. Numerous engineering studies are going forward at the present 
time in an effort to determine the differences in cost imposed by different 
types of motor vehicle, with a view to making motor vehicle and gasoline 
tax schedules reflect these differences more accurately. The movement for 
homestead exemption, so far as it represents an effort to encourage home- 
ownership rather than to sell real estate, rests clearly on a socio-political 
principle. 

But when we pass from these special fields into the broad field of gen- 
eral taxation, we find the disputants to a surprising degree speaking a 
common language, the purport of which is that taxes ought to be levied 
with reference to people’s ability to pay. We have referred to the fact that 
teal estate representatives have sometimes argued for taxation on the 
benefit principle—‘‘that we ought to get back to bedrock and pay in pro- 
portion to benefits received.’’ The statement itself, however, would seem 
to concede that in the judgment of this committee we are not now on that 
“bedrock.” Some ingenious statistical studies have been made with a view 
to determining how far the calculable benefits that accrue to real estate 
correspond to the taxes paid. The results are inconclusive—and would be 
ittelevant even if they were conclusive—so far as we are concerned with 
the theory or philosophy of real estate taxation. Even a demonstration that 
taxes actually are not in proportion to benefit would not prove that these 
taxes are not based on the benefit principle. We are familiar with statutes 
whose actual results are quite different from the theory or intent with 
which they were adopted. 

We are inclined therefore to fall back again upon the vocabulary of 
current discussion for a clue to the common thought upon this question. 
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We have quoted above the statement of a New York court in 1851, that ", 
rich man derives more benefit from taxation in the protection and improve. 
ment of his property than a poor man, and ought therefore to pay mote.” 
It would be difficult to find such an assertion in current tax discussion, 
There are numerous assertions, from the President of the United State; 
down, that the rich ought to pay more taxes, but they are not based on 
any premise that the rich man will derive more benefit therefrom than the 
poor man—least of all in the “protection of his property.” 

In recent years particularly, when government policies have been di- 
rected more and more toward improvement of conditions among the 
poorer groups and toward providing, at government expense, amenities 
which would otherwise not be within their reach, it is apparent that the 
wealthier classes share less in the benefits than the poorer groups. Yet this 
fact apparently does not suggest to anyone that they ought therefore to pay 
less taxes. This ‘inverse correlation” between taxes and benefits would 
seem to imply that in contemporary thought taxes are distinctly related to 
something else than the benefit principle. 

And if there might be any lingering doubt, the federal courts appear to 
have removed it in the recent Pacific Gas and Electric Company case. Here 
the public utility had a large amount of property which happened to be 
situated in the newly created Sacramento Municipal Utility District. It 
appeared that its taxes under this jurisdiction would amount to some 
$1,900,000, which the district proposed to spend in the construction of 
utility system to compete with the Pacific Gas and Electric Company. In 
other words, the utility not only could not possibly share in the benefit of 
the expenditure, but was actually assessed and taxed for its own destruc. 
tion—in greater or less degree. 

Here was a perfect case for protection by the court, if there were any 
validity in the old legal concept of the benefit principle. In substance, of 
course, the same situation has actually existed for many years throughout 
wide areas of taxation. The railroads have been paying taxes to subsidize 
their own competitors in the form of commercial motor transportation. The 
farmers have been paying tariff taxes to facilitate the destruction of their 
own export markets. Local industries have been paying taxes in many 
communities in order to subsidize the location of “new” industries to com- 
pete with them. But in most of these cases, the particular taxes have been 
mixed up with broader questions of general policy, where the specific is 
sue of the tax itself was not so clear. 

In the case above the Federal Circuit Court held that the question of 
benefit or injury did not affect the validity of the tax; that the district was 
a governmental body and could finance its governmental services through 
general taxation, ‘from which appellant could receive as much benefit a 
does an aged and dying bachelor from the tax he pays for the education 
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of school children.”’*? Evidently the “law” has changed since Judge Cooley 
wrote the Law of Taxation in 1876. 


Conclusion 


In summary, then, we are putting forward the hypothesis that contrary 
to the general idea of a more or less chronic confusion in the theory of 
property taxation we have actually had a fairly distinct evolution of such 
theory. In the early development of property taxation in this country, such 
taxation rested distinctly—and avowedly—on the ability principle. From 
the middle of the past century judicial authority and a substantial body of 
public opinion definitely turned toward the benefit theory. This trend in 
tax theory has particular significance from the standpoint of political phi- 
losophy, because it represented one sector of the broad conflict between 
the older ‘“‘contract’’ theories and the modern organic theories of the state. 
But in the history of tax theory it proved to be only a “detour,” an effort 
on the part of property holders to circumvent the movement for expan- 
sion of the social responsibilities of government. Failing in this, the “de- 
tour’ has now returned to the main highway, the ability principle, which, 
in spite of recurring “breakdowns” and ‘“‘collapses’’** at the hands of 
academic writers, still represents the general thought of the people of this 
country. 

In view of the seeming clarity of this evolution, it is a source of some 
mortification to find so many of our academic colleagues still arguing that 
real estate taxes rest on the benefit principle, or straddling the issue with 
a vague declaration that property taxes rest on no particular theory but 
necessity for revenue. And while this is in no sense intended as an ulti- 
matum, we cannot refrain from saying, in the current diplomatic mode, 
that any continuation of such efforts to build a fictitious “‘benefit’’ basis for 
the general property tax will—in the mind of the writer—‘‘create a grave 
situation.” 


HERBERT D. SIMPSON 
Northwestern U niversity 


“Pac. Gas & Elect. Co. v, Sacramento Mun. Utility District, 92 Fed. (2nd) 365. The 
U.S. Supreme Court refused to review the ruling. 

“Cf. its latest “collapse” at the hands of Professor Kendrick, in the American Economic 
Review of March, 1939. 
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ELEMENTS OF INDETERMINACY IN THE THEORY 
OF NON-PERFECT COMPETITION? 


Recent analysis of non-perfect competition has not shown what changes in the nature 
and interpretation of demand and cost curves such analysis requires. We try to remedy this 
situation and to demonstrate the elements of indeterminacy that arise. It is first necessary 
to make a clear distinction between “imperfect’’ and “monopolistic” competition, and to 
re-define “commodity” in the technical manner which is most useful for the theory of 
non-perfect competition. It is then demonstrated that the close relationship of relative 
indivisibilities of factors of production to non-perfect competition results in a highly 
discontinuous cost curve with possible multiple equilibria. Since relative bargaining power 
of buyers and sellers of factors is important for non-perfect competition, the cost curve 
cannot be derived from production functions alone and is of doubtful and perhaps irregular 
shape. The necessity of considering reactions of rival sellers as well as of buyers requires 
replacement of the ‘demand curve’ by the “estimated average revenue curve” whose shape 
is unknown and possibly discontinuous. The dominance of the profit motive cannot be 
assumed for non-perfect competition analysis. If the relative strength of other motives js 
known, a determinate equilibrium can be obtained; but in reality we do not know enough 


about entrepreneurial behavior to describe equilibrium conditions. 


Among the contributions to the theory of non-perfect competition (by 
which I mean both imperfect and monopolistic competition) there are 
few which are concerned with an examination of the basic tools and con- 
cepts of economic analysis, with the purpose of seeing whether or not their 
usefulness and accuracy is unimpaired for this branch of economic theory. 
The nature and interpretation of cost curves, demand curves, and assump- 
tions about entrepreneurial motivation, remain the same as in the Mar- 
shallian analysis of competition and monopoly.? In this paper we are 
interested in demonstrating the need for revision in these tools and con- 
cepts in the light of problems raised by the theory of non-perfect competi- 
tion, and in indicating the elements of indeterminacy that result from 
such revisions. 

I 

Certain problems of definition must be disposed of before we can turn 
to the main subject of this study. It will be noted that I have used “non- 
perfect” competition as a blanket term to cover both imperfect and monopo- 
listic competition. I have done so in order that the primary conclusions of 
this analysis should be independent of the controversy over the distinction 
between the two forms of “‘non-perfect”” competition. If the reader will 
bear with me, however, I should like to comment briefly on this controversy 
passim. Kaldor’s distinction,* in which imperfect competition is restricted 
to cases where the non-perfection of competition is due to economies of 


*I am indebted to discussion with Professors Edward Chamberlin, F. B. Garver, J. R. 
Hicks, and Mr. Nicholas Kaldor 

*For example, Chamberlin (Q.J.£., August, 1937, p. 500): “The cost curve of the 
firm has the same U-shape, whether under pure or monopolistic competition.” 

* Professor Chamberlin on Monopolistic and Imperfect Competition,” Q.J.E., May, 
1938, p. 529. 
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scale, and monopolistic competition covers cases where freedom of entry is 
lacking, would be acceptable except for the difficulty of attaching sig- 
nificance to “freedom of entry’ in this connection. Presumably, the term 
means freedom to sell the same commodity in the same market. Yet the 
degree to which such freedom is lacking is little indication of the degree of 
non-perfection of competition. Without being able to sell the same com- 
modity, new firms might be able to come in with similar commodities to an 
extent which eliminates super-normal profits altogether. Also, economies 
of scale, which imply the existence of relatively indivisible factors of pro- 
duction, ate themselves a phenomenon which limits the freedom of entry. 

There seem to me to be methodological attractions in using the term 
“imperfect competition” for cases where monopoly elements are due to a 
limitation of numbers of sellers of the same commodity, and ‘monopolistic 
competition” for cases of differentiation of product. This definition is not 
identical with Kaldor’s; one might, for example, have small numbers due 
to restrictions on the freedom of entry. The analysis of the product dif- 
ferentiation case is essentially the old analysis of monopoly, with problems 
of selling costs and variation in product added. The analysis of duopoly 
and oligopoly has a form of its own, and is analogous to the purely com- 
petitive case in that all sellers produce the same commodity for the same 
market.‘ 

The question of defining ‘“‘commodity’” and “market” cannot be avoided 
no matter what definitions we adopt for imperfect and monopolistic 
competition, and is essential to any analysis of non-perfect competition. The 
usual “subjective” definition of commodity suffers from conspicuous limita- 
tions, particularly for the analysis of monopolistic competition. The general 
criticism is that it involves a certain circularity in reasoning. The definition 
really means that commodities are the same if they have identical utility 
functions or demand curves. Since, however, the best we can do objectively 
is to see whether at any time two commodities have the same price, and so 
regard them as being the same commodity unless we have technical reasons 
for rejecting such a conclusion, we ate pretty much in the position of saying 
that two commodities are the same if they have the same price, and they 
have the same price because they are the same commodity. By adopting a 
purely technical definition of commodity, stating that two commodities are 
the same if they are technically identical, we avoid such ambiguities. 

The technical definition has an added advantage for the analysis of 
monopolistic competition, since it provides the basis for a clear distinction 
between selling costs and production costs. If we use the subjective defini- 
tion, which is implied at certain stages in Professor Chamberlin’s analysis, 

“Professor Machlup’s definitions, formulated in this Review for September, 1937, 


would be more acceptable if they did not involve the apparently paradoxical concepts of 
‘mperiect pure competition’’ and “perfect monopolistic competition.” 
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his definition of “selling costs’’ becomes rather meaningless. He regards a 
selling costs those costs which are undertaken to increase the demand for ; 
given commodity; and these costs, with the subjective definition of com. 
modity, are either non-existent or would be all those which do not mete 
increase the output of a given commodity. The entrepreneur undertakes 
milling costs because the demand price for a given number of tons of whez 
is higher when it is in the form of flour; and he undertakes advertisin 
because the demand price for a given output of advertised goods is higher 
than for unadvertised goods. If one interprets “‘given’”’ loosely, then near; 
all costs are selling costs; or if one interprets “given” rigidly, there are no 
costs which can change the demand for the commodity, since ‘‘a given 
commodity” is by definition a commodity with a given demand curve. Y¢ 
the distinction ete een selling and production costs is an important one. 
The entrepreneur clearly has the choice of improving his commodity in : 
technical sense (or increasing the output of a given commodity ) , on the 
one hand, and of increasing the demand for a given technical commodity 
on the other, through advertising, window dressing, expert salesmanship 
etc. It seems desirable, therefore, to retain Professor Chamberlin’s definition 
of selling costs, and to scrap the subjective definition of commodity. 
This definition, is, of course, not without difficulties of its own. In the 
first place, under our definition such things as packaging would be produc 
tion costs, since they change the technical nature of the commodity. Some 
might protest that expenditure on packaging is more closely related to 
advertising than to other changes in the form of the commodity; but from 
the technical production viewpoint packaging is clearly a change in the 
commodity itself. Also, a question arises as to how much we want to include 
in “commodity” and how much in ‘‘market.”” We can explain the difference 
in the price of a technically identical hat sold in the basement and sold 
in the college shop of the same store as being due to a difference in 
“markets”; or we can regard the environment of the hat in each case as 
part of the technical attributes of the commodity itself. The former solution 
seems to me more convenient and more realistic. The willingness to pay 4 
higher price in the college shop is in most cases due to imperfect knowledge, 
very few would pay the higher price if they knew that the hat was the same 
in the basement. In the case of imperfect knowledge, there is a real dif 
ference in the markets. In the other case where a customer knowingly pays 
the higher price in the college shop, we can say that she is buying /w0 
commodities, a hat and a more pleasant environment. 


II 


Returning now to the main line of argument, we devote our attention 
first of all to elements of indeterminacy associated with cost curves. Thest 
elements arise out of the relationship between non- perfect competition and 
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relative indivisibility of factors of production. It is quite clear that relative 
indivisibility is not the only cause of non-perfections;® with complete divisi- 
bility, one or more factors may be controlled by one or a few firms, in 
which case competition is not perfect. On the other hand, in the realistic 
case where relative indivisibilities do exist, there is a high degree of prob- 
ability that non-perfect competition will result. It is conceivable that while 
there is a relative indivisibility from the point of view of an individual 
firm, yet the magnitude of the relatively indivisible factor or factors is small 
as compared with the market for its product, so that there can still exist 


Y 


Fic. 1 Fic. 2 


such a large number of firms that no one of them can influence price. This 
case is the one in which the U-shaped cost curve tangential to a horizontal 
price line applies. In the other cases, where the magnitude of the investment 
in the fixed factor is large relative to the market for the product, the 
number of firms is limited, and imperfect competition exists.* 

In other words, relative indivisibility of factors of production is an 
important cause of non-perfect competition.? When non-perfect competi- 


*Kaldor makes the statement that “if full divisibility of all factors is assumed, and 
consequently economies of scale are absent, the free play of economic forces would 
necessarily establish perfect competition” (Joc. cit., p. 520). Kaldor’s own subsequent 
analysis indicates that this is true only if free entry is also assumed. 

“It could happen by accident that the addition of one more firm to the industry brings 
down the price of the commodity to the average cost of this marginal firm and no further, 
so that the competitive equilibrium is established. It is far more likely that an additional 
firm will be compelled to produce on such a scale, if it is to compete at all, than that the 
price will be brought down below its average cost. In this case the additional firm does not 
enter, and the industry is left with a margin of monopoly profit for the marginal and all 
other firms. 

"When we have both freedom of entry and perfect divisibility, which are usually 
assumed necessary for perfect competition, we are forced to the conclusion which Chamberlin 
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tion results from this factor, indeterminacy may exist, since the cost curve 
becomes discontinuous. If we assume that entrepreneurship is the only 
relatively indivisible factor, the cost curve of a firm would have the appear- 
ance of that in Figure 1. Each one of this “family” of curves shows the 
locus of average costs. As we move to the right from one curve to another, 
the number of units of the fixed factor “entrepreneurship” is increased by 
one. (Entrepreneurship is measured here in terms of numbers of men, not in 
efficiency units.) The solid parts of the curves show possible equilibrium 
position; that is, per-unit costs with combinations of factors that might be 
chosen by the entrepreneurs. Each of the average curves has, of course, its 
own marginal curve, marked MM’, At first-the curves become lower as we 
move to the right, adding units of entrepreneurship, due to possibilities of 
specialization within the entrepreneurial task; then the curves become 
higher, since after a certain point is reached, increasing the number of units 
of entrepreneurship does not increase the ability of the entrepreneurial body 
(the board of directors, for example) to foresee changes and coérdinate 
other factors of production. The curves also terd to flatten out as we move 
to the right and the size of the entrepreneurial body is increased; the 
relative indivisibility of the indivisible factor diminishes as the “fixed” 
factor, entrepreneurship, is increased in size.® 

If there is another factor which is more divisible than entrepreneurship, 
but indivisible relative to other factors (say blast furnaces) the curve 


becomes still more complicated, as in Figure 2. We could go on adding 
such complications almost indefinitely. 

The possibility of multiple equilibria is obvious. One needs only to run 
a marginal revenue curve through as is done in Figure 2. We could have 
almost any number of equilibrium points, some stable and some unstable. 
Which equilibrium point will actually be established cannot be determined 


calls “‘absurd’’ (loc. cit., p. 565) and which Kaldor argues is unnecessary (Joc. cit., 
p. 520); viz., that there will be an infinite number of firms each producing an infinitesimal 
output. As long as any profit margin exists, new firms will come in to take advantage of it. 
The cost curve for both the firm and for the industry will be a horizontal straight line, there 
being neither economies nor diseconomies of scale. The demand curve for each firm can be 
represented by a horizontal straight line, not merely because ‘‘producers take prices 4s 
given” (Kaldor, Joc. cit., p. 520) but because it is mathematically a point, and so has the 
properties of a straight line. The cost-line and the demand-line for each firm will be 
tangential to each other. The length of the demand-line is determined by the number of 
firms; if that number be x, each firm will sell 1/n th of the total output. The cost-line 
will presumably extend beyond the demand-line; but at some point it will turn sharply 
upward, where the supply of some factor of production is exhausted. Where this point 
will be depends upon the number of firms relative to the supplies of the factors. It is 
conceivable that the limit to the output of the firm may be the upturn of the cost curve. 
Strictly speaking, the number of firms cannot be “infinite,” unless entrepreneurship is itselt 
a perfectly divisible factor. If it were not, the number of firms would be limited by the 
size of the population. Such analysis merely shows how unrealistic the perfect competition 
case is if rigidly interpreted 
* See below, note 9, re Miss Joseph’s presentation of this point. 
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by equilibrium analysis; it depends upon the output at which the firm starts 
production.° 

The discontinuity of the cost curve will exist also in the case of pure 
competition with relative indivisibility, but here it is of no significance. 
The demand curve for each firm is regarded by the entrepreneur as a 
horizontal straight line, and equilibrium is established where the minimum 
point on the lowest of the “family” of curves just touches this demand 
curve. No indeterminacy is introduced by the complications in the cost 
curve, and all but the lowest curve can be ignored. 

The second cause of indeterminacy on the cost side arises out of the 
relationship between non-perfect competition in the commodity market 


* Many writers have recognized the discontinuity of the cost curve, but its relationship 
to imperfect competition, and its significance for equilibrium determination has not been 
made clear. Harrod (“The Law of Decreasing Costs,” Econ. Jour., Dec., 1931, p. 575) 
draws that part of‘our Figure 1 in which the curves descend as one moves to the right, 
and draws an “envelope” curve in such a way as never to lie above any one of the “family” 
of curves. He then says: “Such a curve (the envelope) may be called the long-period 
production cost curve, for it shows the cost of producing the normally required output x1, 
if that is properly foreseen.” The ‘envelope’ would fit this characterization only if factors 
were perfectly divisible; otherwise only those points on it which are actually tangential to 
ne of the ‘‘family’’ of curves is a possible equilibrium point. But if factors are perfectly 
divisible, there is no “family” of curves, but only a single horizontal straight line. Since 
Harrod is discussing the case of perfect competition here, perfectly divisible factors would 
seem to be the logical thing to assume; but his discussion on p. 574 indicates that he had 
in mind relative indivisibilities. Viner (Zeitschr. f. Nationalékon., 1931-32, Band 3, 
pp. 33-36) uses a curve similar to Harrod’s. As the curve appears, the “envelope’’ is 
drawn through the minimum points of the curves comprising the “family”; but in a 
footnote Viner points out that he instructed his draftsman to draw the envelope as 
Harrod drew it. The point is of little consequence, since mo envelope curve that could 
be drawn represents the range of possible equilibrium points. Viner recognizes that only 
those points on the “envelope” are relevant that touch the “family” curves; but does not 
point out the multiple equilibrium situation inherent in this fact. Also, Viner represents 
the case of “constant costs” by an “envelope” which is a horizontal straight-line tangential 
to the minimum points of a “family” of U-shaped curves. Since constant costs can occur 
only with perfect divisibility of factors, only the “envelope” is of any importance in 
this case. Miss Joseph (Econ. Jour., 1933, p. 390 ff.) points out that as the number of 
units of the fixed factor is increased, the amplitude of the “family” curves diminishes, 
and that they eventually flatten out altogether. The “family” of curves is drawn so that 
the minimum points lie along the same horizontal straight line, which is legitimate only 
it varying returns to entrepreneurship are assumed out of the picture, as well as changes 
in the price of the factors which Joseph explicitly excludes. She next considers the case 
where variable factors are produced under conditions of discontinuous costs, and by taking 
the average ordinates of the family of curves and drawing a line through them, she gets a 
cownward sloping curve which she calls a “supply curve.” There is no justification for 
taking average ordinates, and the “supply curve’ so obtained is of no significance what- 
soever for equilibrium determination. Meyers (Elements of Economics, p. 112 ff.) has the 
curve drawn correctly, but calls it a “planning curve,” which he defines as “the cost 
curve that would confront such a firm before it starts.” It is true that once a given 
amount of plant is constructed, one cannot move back along the curve, but one can still 
move forward. Meyers also neglects to point out the multiple equilibrium possibility, 
and the resulting indeterminacy, which is the significant conclusion from the recognition 
of the correctness of such a discontinuous cost curve. 
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and non-perfect competition in the factor market. The two often go to. 
gether. If the non-perfection takes the form of imperfection, the limitation 
on the number of sellers of finished goods also means a limitation in the 
number of buyers of factors of production. If the non-perfection is due to 
differentiation of the product, all or most of the factor ultimately responsible 
for the differentiation must be employed by one firm, and “monopsony” 
exists. It is true that in many cases the monopsony is of no great significance, 
because the cost of the differentiating factor may be minor, or may be in- 
variable with changes in output. Such is the case with a patent, or a brand. 
name established alae advertising. On the other hand, it is clear that 
the existence of a monopsony in the factor market will permit differentia- 
tion in many cases, and so lead to monopolistic competition. In any case, 
monopsony and oligopsony in the factor market do exist, and the theory of 
non-perfect competition ought to include such phenomena. 

Firms in a monopsonistic or oligopsonistic position are able to pay less 
than the marginal Piregrieg rates to factors of production"® Very often, 
such a situation leads to the organization of an opposing monopoly by the 
sellers of factors of production, such as trade unions or co6peratives for 
the sale of raw materials. The market is then made up of a monopsonistic 
employer and a monopolized supply of the factor of production, as it often 
is in reality. The conditions are essentially those of Edgeworth’s bilateral 
monopoly case; and the price of the factor of production is indeterminate 
within certain limits, depending upon the relative bargaining power of the 
two parties to the exchange. The shape of the cost curve confronting the 
entrepreneur is likewise indeterminate, since it depends upon the way his 
relative bargaining power changes with changes in output. One might 
hazard the guess that these complications would increase the curvature of 
the cost curve; so long as output and the number of units of the factor 
employed remain small, the entrepreneur has a good chance of exploiting 
those factors which have no alternative employments which offer a similar 
return. As the size of the firm increases, the danger of organization of 
sellers of factors of production also increases. Historically, such organiz 
tion has taken place when both the industry and the firms composing tt 
have increased in size; the organization of labor in railroads or steel, or of 
dairy farmers into “codps” to protect themselves from oligopsonisti 
creameries, are examples.’! It is difficult to distinguish movements along 

*” Mrs. Robinson's lysis of monopsony finds its best application to the case 0 
factors of production then the marginal utility curve of her diagram, which 1s # 
best of doubtful validity, is replaced with a marginal productivity curve, which is 10 
subject to the same psychological ambiguities. 

“The author is well aware of the pitfalls in this generalization, Yet in cases wher 
industrial expansion has not been accompanied by expansion of firms, there has been little 


organization of the factors used by these firms. Agriculture is the obvious example; 
yet there are no farm-hands unions. Where personal contact between employer ane 
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cost curves and movements of cost curves in this respect. On the whole, it 
must be admitted that economic analysis by itself is unable to determine 
the shape of the cost curve when questions of relative bargaining power 
are involved; and unless we know the shape of the cost curve, we cannot 
demonstrate equilibrium determination.’ 


Ill 


We turn next to elements of indeterminacy on the demand side. Since 
this question has already received some attention,’* we can dispose of it 
more briefly. Under non-perfect competition, the demand curve which is 
relevant for entrepreneurial decisions is not derived from consumers’ in- 
difference curves alone. Its shape depends also upon the reactions of rivals 
to the price policy of the firm. More accurately, the estimated average 
revenue Curve upon which an entrepreneur bases his decisions will derive 
its shape from the ideas the entrepreneur has about the reactions of con- 
sumers and of competitors to changes in his price or output. This fact 
introduces two kinds of indeterminacy. The first kind of indeterminacy 
relates to the probable shape of the estimated average and marginal revenue 
curves. By indifference curves analysis, we can show that demand curves for 
commodities will be downward sloping throughout their length, except 
under unusual conditions that can be specified.1* We have good reason to 
suppose that if the monopolist could ignore the reactions of rivals, he would 
find out this tendency of the demand curve to slope downwards, and his 
estimated average revenue curve would have at least the same general 
configuration as the demand curve itself. We have no such sound logical 
basis for deducing the shape of the estimated average revenue curve when 


employee is important, unions are not so likely to emerge. On the other hand, there are 
clearly exceptions to this rule, such as barber shops and restaurants. My main object is to 
show the difficulty of any generalization whatsoever about variations in bargaining power 
with changes in the output of the firm. 

“The fact that the shape of the cost curve does not always depend entirely upon 
production functions has serious ramifications for economic policy, of which I will 
mention only one. The usual reply to the protectionist argument that imports from “‘cheap- 
labor” countries are a threat to the standard of living is that “cheap” labor is also 
inethcient labor, and low wages do not mean low costs. This argument holds only under 
conditions of pure competition in the factor markets. Where wages are low in “cheap- 
labor’ countries because of monopsonistic exploitation of labor that does not exist at 
home, there is a real cost-differential between the two countries. Importation of com- 
modities from these countries will force domestic labor into occupations where marginal 
productivity is lower, and if pure competition rules at home, wages at home will therefore 
also be lowered. Thus importation from monopsonistic “‘cheap-labor” countries does 
constitute a threat to the standard of living of high-wage competitive countries. 

“See e.g., Am. Econ. Rev., June, 1937, p. 324-5, “Round Table on Monopolistic 
Competition,” communications of Emil Lederer and B. H. Higgins. 

“Viz, that a commodity be highly substitutable for but inferior to another, and 
that a large proportion of expenditure be spent upon it. Even here, of course, the demand 
Curve can rise only over a portion of its length. 
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rivals’ reactions are included, and it is clearly not a thing easily obtained 
statistically. Thus we find ourselves without adequate tools for handling 
this case. 

The second type of indeterminacy arises out of the fact that, even if we 
could deduce accurately the shape of estimated revenue curves, thete is a 
strong probability that their shape would be such as to yield multiple 
equilibria. The estimated average revenue curve is likely to rise over 
certain ranges and fall over others. An entrepreneur may expect a reduction 
in his price to lead to a greater cut by a rival firm, thus leading to a reduction 
in his own sales; while a still further cut may drive out the competitor 
altogether, or drive him to the upper part of his demand curve, where he 
will content himself with the exploitation of his own “‘clientele-buyers,”" 
resulting in a large increase in the sales of our entrepreneur. In such cases 
there could be several points of intersection between the marginal revenue 
curve and the marginal cost curve, even if the latter is of the familia 
continuous U-shape. Here again, in order to show which of these points 
will actually be the equilibrium point, we must know the scale at which 
the firm begins operations, which is not a datum obtainable by economic 
analysis. 

IV 

The third source of indeterminacy is the status of the profit-motive 
assumption in the analysis of non-perfect competition. The assumption 
that entrepreneurs are guided in their decisions solely or predominantly by 
the desire to maximize profits is retained in all orthodox theory of non- 
perfect competition. This assumption is, of course, perfectly permissible as 
a simplifying device in preliminary stages of analysis. If on the other hand 
we want to develop a theory which will explain what we see in reality, of 
provide a basis for policy, this assumption must be modified. 

In the analysis of perfect competition, the maximization of profits by 
entrepreneurs is a situation that must exist ex definitione. First, we ate 
accustomed to defining normal profits as the “transfer cost” of entrepreneur- 
ship; i.¢., the amount which is necessary to keep the firm in operation. 
Second, we exclude supernormal profits from the case of perfect competi 
tion. Therefore, entrepreneurs under perfect competition mast maximize 
profits or disappear altogether. The same analysis applies to the “tangeng 
case” of monopolistic competition. 

With non-perfect competition, and except for the “tangemcy case,’ n0 
such necessity for the maximization of profits exists. The entrepreneur has 
a margin with which to work and with which to satisfy desires other thas 
the desire for profit. These desires can be put into three classifications: 

That is, those that buy from a particular firm from habit or preference, as distinguished 


from the “shoppers’’ who are price conscious and change their firm for small advantags 
in price. 
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those which induce the entrepreneur consciously to fall short of the output ' 
which maximizes profits, those which induce him to go beyond this output, 
and those which merely induce him to stay where he is, on whatever side 
of the maximum profit position he may happen to be. In the first category 
the most important motive would be desire for leisure. Generally speaking, 
it takes more time and energy to manage a large concern efficiently than to 
manage a small one. In the second classification would be the desire to own 
a large firm for the prestige it gives, desire to employ more labor or sell at 
lower prices for the feeling of righteous self-satisfaction that goes with it or 


Fic. 3 Fic. 4 


from high ethical standards, desire to avoid difficulties with the government 
and its ‘‘anti-monopoly” investigators.'* The desire to avoid labor trouble 
might come within either of these two categories. In the third category 
would be custom and habit, ideas of ‘‘just price” or price-regulation, and 
most important, the limited range of the “‘estimated revenue’’ curves plus 
unwillingness to take the risk of experiment.’’ An entrepreneur may start 
production at a certain output, and find himself making a substantial profit. 
The entrepreneur has very limited knowledge of the effects of changes in 
his price policy. He may have a vague idea that more profits could be made 


“One might argue that in this case the entrepreneur is maximizing profits in the long 
fun; yet an entrepreneur may feel confident of victory in his disputes with the govern- 
ment (or with labor) and still avoid disputes for their unpleasantness. In any case, the 
short-run equilibrium would be different from that usually depicted. 

~The problem does not arise under pure competition, since the estimated average 
‘evenue is horizontal throughout its length, and entrepreneurs are not forced to guess 


effects of changes in their output. 
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at a higher or lower price; but he is not sure which, and rather than take 
the risk of loss, he contents himself with his present income. In other 
words, the range of the estimated marginal revenue curve is not the range 
within which it cuts the marginal cost curve, due to the accidental output 
at which the firm starts.** 

The first two categories do not introduce any elements of indeterminacy 
provided the relative strength of the various motives are known. In Figures 
3 and 4, units of commodity are measured on the x-axis and units of money 
on the y-axis as for demand and cost curves. The “‘total profit” curve js 
found in each case by subtracting “total cost” from “total revenue” for 
every output. Each output also implies a certain price for the commodity, 
and a certain expenditure of time and energy by the entrepreneur, as well as 
certain expectations with regard to government and labor activity, etc; 
there will be a definite functional relationship between output and each of 
these. All three curves mentioned are ‘‘ex ante” curves. The dotted lines 
are indifference curves of the entrepreneurs between income and output, 
with all the accompanying factors which are implied by given outputs 
(entrepreneurial effort, righteous self-satisfaction, etc.). In Figure 3 the 
case is depicted of entrepreneurs for whom the motives stimulating in- 
creases in output are dominant. The equilibrium point will be the point of 
tangency of the “‘total profits” curve with an indifference curve. This point 
is at E’, and is to the right of E, the point at which profits are maximized. 
Figure 4 is the case where motives tending for restrictions in output are 
dominant. Equilibrium is at E’, to the left of the maximum-profit point 
at 


“The story of railway rates during the last depression might be a case in point. The 
railways discovered under pressure that they made more profits by giving good service at 
low rates than bad serv it high rates, but they needed government intervention to find 
it out. 

” For those read not accustomed to indifference curve analysis, some explanation 
of the apparatus used in this paragraph may be desirable. Each “indifference curve” repre- 
sents combinations of income (profits) and output (with the expenditure of time and 
energy, expected government reaction, prestige, etc., which each output implies) between 
which the individual ndifferent; each of the infinite number of such combinations con- 
stituting an indifference curve provides the individual with the same amount of satisfaction 
In Figure 3 these curves are convex to the Y-axis, because in the case which it depicts 
any decrease in income must be compensated for by an increase in output (and all thet 
output implies) if the individual is to remain on the same level of satisfaction. In Figure 
4 the curves are concave to the Y-axis, since in this case the individual can be compensated 
for a loss of income only by an accompanying loss of output (and all that output implies) 
As one moves along any straight line away from the origin, one reaches “higher” indi: 
ference curves; i.e., each successive curve reached represents combinations which the inc: 
vidual prefers to any binations on a “lower” curve. The individual will, therefore, 7 
to reach the highest possible indifference curve. The “total-profit curve” defines the locus 
of all possible combinations of income and output. The individual wiil move to the pot 
on this curve which is on the highest possible indifference curve. This point will be wher 
the total-profits curve is tangential to an indifference curve. 
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Thus a determinate equilibrium in quantitative terms is demonstrable 
rovided we know the shapes of the (estimated) cost and revenue curves, 

and also the shapes of the indifference curves of the entrepreneurs for 
output and income. Whatever may be the difficulties of getting the former, 
the difficulties of getting the indifference curves are clearly greater. While 
no conceptual difficulty is involved, these considerations mean that the usual 
analysis of imperfect and monopolistic competition do not provide a com- 
plete basis for economic policy. 

The cases in the third category are still worse, since they present concep- 
tual difficulties not surmountable by economic analysis. We may know the 
shape of the (estimated) cost and revenue curves, over those ranges of 
output for which the entrepreneur has any ideas about them; and we may 
know his “behavior patterns’; but the marginal revenue and marginal cost 
curves may not intersect within these ranges, and the entrepreneur may 
stick to his original output from sheer uncertainty and unwillingness to 


& toke chances, or through price-regulation, etc. In this case, we are again in 


the position of being unable to show the equilibrium point unless we know 
the scale of output at which operations are begun. 

It should be pointed out that the indeterminacies with regard to motiva- 
tion are like the indeterminacy as to the shape of the estimated revenue 
curves. It is not a case here of being unable to show which of a number or 
range of known equilibrium points will in fact emerge. It is a case of 
simply not knowing where any equilibrium point is at all, from lack of 
knowledge of enterpreneurial behavior. 

This fact suggests the need for a type of empirical research different from 
that usually conducted in the field of economics. The possession of a 
statistical demand or supply curve, no matter how accurately derived, does 
not provide a solution. We must also know whether these curves conform 
to entrepreneur's ideas about them, and what in fact guides their business 
policy. That desire for profit will be 4 motive there can be little doubt; and 
on this basis alone we can say something about the direction of change from 
one equilibrium to another as the result of a change in demand or cost. 
However, we also want to know what the equilibrium itself is like. Thus 
we need to find out how entrepreneurs behave; and since this is a special 
problem which we have no right to leave for psychologists, we must 
conduct investigations ourselves. 


BENJAMIN HIGGINS 
Harvard University 


PRICE INFLEXIBILITY AND CHANGES IN PRODUCTION: 


Gardiner Means’s conclusions regarding the inverse relationship between changes jp 
prices and changes in production during a depression have been widely circulated, These 
conclusions, however, were based upon such a small number of non-comparable instances 
that they are suspect. A survey of the B.L.S. wholesale price index reveals 264 commodities 
for which production or import data were obtainable. Examination of these data indicates 
that the price-production relationship is far more complex than has usually been assumed 
Diversity of behavior, rather than conformity to a uniform pattern, is shown. Although 
there is a broad drift in the direction suggested by Dr. Means, it is within such wide limits 
and has so many exceptions as to have little practical significance as a guide to policy for 
individual commodities. Prices and production of products in the same or related industry 
classifications tended to show similar movements, Characteristics of a product rather than 
extent of price changes appear to furnish the more significant explanation of production 
changes. ; 


Although price inflexibility has been discussed widely in recent years, 

the facts concerning its relationship to changes in production have thus 
far failed to receive adequate study. Ralph C. Woods in his discussion of 
“Dr. Tucker’s Reasons for Price Rigidity,’’? states: 
Dr. Means has shown a striking correlation (between price and production 
changes) in the case of ten selected commodities. But until the correlation is 
shown to be significant for a much larger and more representative number of 
commodities, judgment must be suspended on the question which this correlation 
was designed to answer: Whether the declines in output of the inflexibly priced 
products would have been substantially less in the great depression had the 
prices of these products been relatively flexible. 


Although it is difficult, if not impossible, to indicate what might have 
happened if inflexible prices had been more flexible, this same difficulty 
does not extend to the ascertainment of relationships that actually pre 
vailed. 

Before indicating the results of an extensive study of the relationship 
between price and production changes from 1929 to 1933, it might be 
well to clear up one error in Woods’s statement as quoted above. Dr. 
Means did not present data for ten selected “commodities.” His ten items 
included averages for groups of different products (e.g., food products) 
as well as data for individual commodities (e.g., cement). A study of the 
classifications and sub-classifications of the Bureau of Labor Statistics index 
indicates no logical basis for selection of the data used. Thus it is found 
that three series are for major classifications (e.g., agricultural commodities 
food products and textile products), six represent selected sub-classifications 
(leather, petroleum products, iron and steel, agricultural implements, auto- 
mobiles, and cement), and the tenth was auto tires. a miscellaneous classil 


‘The writer desires to express his thanks to the National Industrial Conference Boat 
for permission to use data gathered while conducting a special study of inflexible prices for 
that organization. 

2 Am. Econ. Rev., Dec., 1938, pp. 671-2. 
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cation. As the Bureau of Labor Statistics listed 10 major classifications and 
34 sub-classifications, for many of which data are available, serious ques- 
tion may be raised as to the value of such selected data as used by Dr. 
Means. Furthermore the significance of any relationship reported for cement 
or auto tires is much different from that for textile products which repre- 
sented an undifferentiated total including commodities with such diverse 
trends as silk, wool and rayon. 

In describing any economic phenomena one must be careful not to confuse 
cause and effect. To discover that in some instances high prices and low 
production occur together does not necessarily mean that the high price 
causes the low production any more than the reverse would be true. It may 
have been that the ability to control production made possible the main- 
tenance of price rather than the high price causing the decline in produc- 
tion. If no causal relationship can be firmly established then policies based 
on an assumed relationship may not achieve the results desired. Thus the 
implication that demand and hence production and employment would be 
maintained merely by reducing price during a period of depression might 
not be substantiated if factors other than the price of product were the 
primary influence upon its demand. A similar type of confusion has pre- 
vailed in many quarters concerning the relationship between the level of 
prices and business conditions. Because high or rising prices have usually 
accompanied good business conditions in the past, some “‘planners’’ have 
assumed that high prices caused good business and hence the type of mone- 
tary experiment, with emphasis upon price raising, characteristic in the 
United States during the last few years. 

But neither assumption nor coincidence is proof of causal relationship. 
A first step must necessarily be a comprehensive survey of the facts to 
ensure that the “coincidence” discovered is typical—for unless this is the 
case no sound reason would exist for even making an assumption regarding 
causal relationships. When the sample is broadened, however, the apparent 
relationship between price rigidity and the level of production is found to 
be not so close as suggested by Dr. Means. Complete coverage and selected 
sampling frequently give diverse pictures.* 

The 550 commodities included in the Bureau of Labor Statistics index 
in 1929 were taken as a starting point in the study of price changes. Un- 
fortunately a number of prices were not available for both 1929 and 1933 
on a comparable basis as the result of changes in the grade or quality 
of the commodities included in the index for the two years. Fifty- 
five commodities were eliminated on this basis. An additional 116 com- 


*This discussion is confined to relationships within the existing institutional system 
with all its rigidities and inflexibilities. Whether responses would have been markedly dif- 
ferent or the extent of the depression substantially modified if all prices had been flexible 
is outside the scope of this study. 
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modities represented quotations for different grades of the commodities 
included. For example, there were 17 prices quoted for butter in the Bureay 
of Labor Statistics index. A simple average was computed for these 17 
prices and then compared with the total production. After eliminating 
these duplications there remained approximately 380 commodities; produc. 
tion* or import data were secured for 264, or about seven-tenths of the 
total. The distribution of these data in terms of the Bureau of Labor Sta. 
tistics commodity classification and as to the nature of the goods (raw 
materials, semi-finished, and finished) is indicated in the following table: 


DIsTRIBUTION OF COMMODITIES FOR WHICH PRODUCTION AND Price Data 
Were OBTAINED FOR 1929 anv 1933 


Ommodadity [ ¢ goods goods 


. Farm products 
. Foods 
. Hides and leather 
. Textile products 
’, Fuel and lighting 
. Metals and meta! produ 
- Building materials 
. Chemical and drugs 
X. Housefurnishing goods 
. Miscellaneous 


— 


uw 

w 
oo 


The accompanying scatter diagram shows the relative changes in price 
and production (or imports) for each of the 264 commodities. Prices are 
measured on the vertical axis and production on the horizontal axis with 
the changes measured from the 1929 level in both cases. The two zero 
lines reflect no change in 1933 as compared with 1929. Price changes are 
measured as the difference between the monthly high in 1929 and the 
monthly low in 1933, and production and imports are the annual data for 
the two years.° 

The data are plotted so that a trend downward from left to right would 
confirm Means’s conclusions—that is, inflexible prices are accompanied by 


*There were 23 instances where imports were used. Included in the 241 production 
figures were 12 representing receipts at public stockyards or federal inspected slaughtet 
The primary sources of these data were: Census of Manufactures; Survey of Current Bus 
ness; Standard Statis: sasebook; Minerals Yearbook; Agricultural Statistics; and For- 
eign Commerce and Navigation of the United States. 

* Careful spot checking indicates that the only effect of using annual data for prices 
would have been to narrow the extent of the fluctuations without changing the essentid 
nature of the picture trayed in the chart. As these data were developed in connection 
with a more comprehen survey of price inflexibility, based on monthly price data, thet 
the writer is making it did not seem worth while to recompute the data on an annual basis 
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sharp curtailments in production while more flexible prices make possible 
greater stability in production. The crosses shown on the diagram repre. 
sent the relationships for the ten industries upon which Dr. Means based 
his observations. 

The data tend slightly downward to the right but within such broad 
limits as to negate the conclusion that there is a close inverse relationship 
between price inflexibility and stability of production. In this case the ex. 
ception 7s the rule rather than proves the rule. If parallel lines are drawn 
through the upper and lower limits of Dr. Means’s data, a channel covering 
about a 20 per cent range in price is established moving downward from 
left to right. ps given price change could be accompanied by a range 
of 32 per cent change in production and still remain within this channel, 
About 100 or 38 per cent of the 264 items falls within this area. If the 
channel is doubled to cover a 40 per cent range in prices, 172 items or 65 
per cent of the total would fall within the area. In this latter case a given 
price change could be accompanied by a 63 per cent range in production 
change and still remain within the designated area. In other words a price 
decline of 30 per cent could be accompanied by a decline in production 
ranging from 90 per cent to 27 per cent—this area of possible change is 
certainly too wide to suggest a close relationship between prices and pro- 
duction. But despite the broad area covered, more than one-third of the 
total number of instances still remains outside the channel. The imposs- 
bility of indicating in advance the extent of a change in production merely 
on the basis of price change, without considering other factors, is evident 
from these data. 

The composite picture consists of a number of sub-groups which did not 
always act in conformity with the total. Thus, for example, it should be 
noted that three-fourths of the raw materials (mainly farm products) te 
corded price declines in excess of 40 per cent and production decreases of 
Jess than 40 per cent. These items accounted for a large proportion of the 
cases located in the lower right-hand corner of the scatter. Semi-finished 
goods tended to conform to Means’s theory when taken in the aggregate 
but an analysis of the composition of the total indicates that the data could 
be segmented into iron and steel products, non-ferrous metals and food 
and textile products, all of which displayed different characteristics and 
were located in different parts of the scatter. This tendency of similar 
products to be bunched within a certain area of the scatter suggests that 
factors other than price may have played an important rdle in determining 
the level of production 

The pattern formed by finished goods is particularly interesting as thi 
group accounts for most of the more inflexible prices.* Although there is 


*See also Don H. Humphrey, “Rigid Prices, 1890-1933,” Jour. of Pol. Econ., Oc, 
1937, p. 656. 
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a slight downward tendency evident for finished goods, it is within such 
broad limits as to make valueless any generalization such as that made by 
Dr. Means. An analysis of the data by major groups indicates a tendency 
for products falling within a given group to exhibit similar relationships 
between price and production—again it must be repeated, however, that 
these groupings cover wide areas.’ Thus building data are bunched in the 
upper left-hand quarter of the scatter and fall within an oval (almost a 
circle) which moves upward slightly from left to right—a trend opposite 
from that to be expected according to Dr. Means. Chemical and drug 
products account for most of the data in the upper right-hand segment 
of the scatter and indicate no definite trend. As chemical products include 
many inflexible prices and hence should have—so runs the theory—declined 
markedly in output, this record represents a contradiction to the Means 
theory. The relatively small decline in production is probably accounted for 
by the strong upward secular trend prevalent in the industry. But this 
situation merely confirms the suggestion that factors other than prices 
frequently play an important rdéle in determining the level of production. 
Whether output would have been higher in the absence of price inflexi- 
bility, is difficult to determine; but the facts do show that production was 
well maintained for many chemical products during the 1929-33 depres- 
sion despite the existing inflexibility. 

Other major classifications of commodities showed a similar tendency 
for concentration to that noted above. Thus the data in the extreme upper 
left-hand corner of the scatter were agricultural implements and finished 
goods in the lower right-hand corner were mainly food and textile products. 

Wide variations in the relative changes in production for commodities 
whose prices acted similarly for the period further suggest that other factors 
than price flexibility were of primary importance. This statement does not 
deny that a decline in demand (reflected in changing production) during 
a depression may in some cases be caused by an inflexible price. Rather, 
that the extent of change in demand for many goods may not be as closely 
related to the level of prices as suggested by Dr. Means and others. Thus, 
commodities which remained unchanged in price from 1929 to 1933 were 
found to record declines in production ranging from less than 1 per cent 
to 93 per cent. 

If class intervals of 10 per cent were selected for prices, a similar range 


| in the changes in production could be indicated for every level of flexi- 


bility or inflexibility as is indicated in the second summary table: 


For a more extensive discussion of the tendencies of different groups, see Jules Back- 
man, “Price Flexibility and Changes in Production.” The Conference Board Bulletin, vol. 
xi, no. 5, Feb. 20, 1939. This bulletin also contains 9 scatter diagrams showing the rela- 
tionship between prices and production for various classifications of commodities as well 
as a complete tabulation of the changes recorded by each of the commodities. 


Jules Backman 


COMMODITIES SHOWING NO CHANGE IN PRICE, 1929-1933 


Per cent 
Commodity change in production 


Drill, grain —92.8 
Plow, tractor —92.8 
Rake, self dump -91.1 
Sheller, corn —91.0 
Planter, corn -—73.8 
Iron ore, Mesabi —73.1 
Carbonic acid —61.4 
Bone black, powdered ~57.5 
Sulphur, crude —41.7 
Barytes, western -39.4 
Sulphuric acid 66 —30.4 
Arsenic, white, powdere« 
Muriatic acid —23.0 
Nitric acid 42 ; — 0.4 


RANGE OF CHANGES IN PRODUCTION 


WHICH ACCOMPANIED PRICE CHANGES FOR 264 SELECTED COMMODITIES 
1929 TO 1933 


Per cent change in pric No. ‘of Range of changes 
instances in production 


4 + 11.2 to — 543 
15 — 04 to — 928 
16 + 20.5 to — 62 
53 +108.5 to — 895 
29 + 53.4 to — 915 
26 — 3.7 to — 841 
35 + 50.0 to — 869 
40 + 29.4 to — 815 
34 + 75.9 to — 757 
25 + 36.7 to — 55.0 

5 + 148 to — 467 


"264 


While price undoubtedly plays an important réle, under these conditions, 
we must turn to other factors to explain adequately the widely divergent 
changes in production. Among these other factors may be mentioned: char 
acter of the market; durability of the product; capital goods versus con 
sumers’ goods; joint demand; stage of development of an industry; neces 
saries versus luxury products and many others. It is in the study of thex 
characteristics of a commodity rather than in the degree of price flexibility 
that an explanation is found for the changes in demand and hence in pte 
duction. 

JULEs BACKMAN 

New York Univer 
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FIVE YEARS OF THE EXPORT-IMPORT BANK 


The history of the Export-Import Bank to date has been characterized by hesitation 
and experimentation. This applies to its organization, the development of policy, and 
actual operations. The powers of the Bank are extensive but have not been fully exercised. 
Certain unique features distinguish it from other banking institutions. Most of the Bank’s 
activities from 1934 to 1938 consisted of taking over business that would otherwise have 
been handled by other branches of the government. In recent months the Bank's operations 
appear to have been strongly influenced by considerations of foreign policy. Despite its 
name, the Export-Import Bank is to be regarded primarily as an agency for providing 
export credits. Such an institution is to be judged on the basis of both economic and 
political considerations. While, from an economic standpoint, the record of the Bank has 
not been impressive, it probably should be continued. 


On February 12, 1939, the Export-Import Bank of Washington was five 
years old. These five years have been a period of experiment, and the actual 
accomplishments of the Bank have not been impressive. Plans as to organi- 
zation, structure, and functions have been fundamentally modified since its 
inception; indeed, the precise functions of the Bank are even yet not clearly 
defined. In view of the time now elapsed and certain recent spectacular 
events in the life of the Bank, it is appropriate to review its history and 
attempt to appraise the part it has played and may yet be made to play. 

Origin 

The idea of establishing a system for providing foreign trade credits was 
a phase of the general program of encouraging economic recovery of which 
the National Industrial Recovery act, the Agricultural Adjustment act, and 
similar measures were also parts. The experience of other countries with 
export credit was canvassed and this evidence was used both to justify the 
attempt to provide similar facilities here and to guide in formulating plans.’ 
At the time, it was expected that a separate bank would be created for 
cach of a number of countries whose trade with the United States seemed, 
for one reason or another, to warrant such institutions. In addition, there 
was to be one bank for all other countries. Partly because this plan came to 
appear too grandiose, and partly because of fear that the establishment of 
individual banks for some countries and not for others would offend na- 
tional pride, it was decided to modify this plan. 

The First Export-Import Bank was incorporated in Washington, D.C., 
in February, 1934, to facilitate trade with Soviet Russia. It will be recalled 
that Russia had been recognized by the United States a short time before 
and that extravagant expectations were cherished as to the possible mag- 
nitude of that trade. A month later the Second Export-Import Bank was 
created to assist trade with Cuba and, by subsequent amendment,? with all 

‘Cf. Stella K. Margold, Export Credit Insurance in Europe Today. Senate Document 


No. 225, 73rd Congress, 2nd Session, Washington, 1934. 
"June 30, 1934. 
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other countries except Russia. This bank was similar to the first with the 
exception that, despite its greater scope, its capital was only a quarter as 
large.® 

With the breakdown of the soviet debt negotiations early in 1935, the 
trustees of the two Export-Import Banks, who were the same individuals 
voted to liquidate the Second Bank and to permit the First Bank to take 
over its activities. The Second Bank was therefore closed on June 30, 1936; 
its preferred stock, amounting to $2,500,000, was retired, and dividends 
on it were paid out of earnings. The sum of $250,000 representing the cash 
originally received from the issuance of common stock was returned to the 
United States Treasury.‘ 

Since the middle of 1936, then, there has been just one Export-Import 
Bank. Inasmuch as the two banks were the same or similar in all signif. 
cant respects, they will be treated as one in the following discussion. 


Administrative Provisions 


The President’s order creating the bank declared that it was necessary 


to aid in financing and to facilitate exports and imports and the exchange of 
commodities between the United States and other nations or the agencies o 
nationals thereof 


Powers 


Under the terms of its certificate of incorporation, the Export-Import 
Bank was empowered 


to do a general banking business (except that of discount or circulation) ; to - 
ceive deposits; to purchase, sell and negotiate, with or without its endorsement 
or guarantee, notes, drafts, checks, bills of exchange, acceptances, including 
bankers’ acceptances, cable transfers, and other evidences of indebtedness; to 
purchase and sell securities, including obligations of the United States or of any 
State thereof, but not including the purchase with its funds of any stock in any 
other corporation; to accept bills or drafts drawn upon it; to issue letters of 
credit; to purchase and sell coin, bullion, and exchange; to borrow and to lend 
money; and to do and to perform the necessary functions permitted by law to 
be done or performed in conducting said enterprise or business.® 


The fact that the banking laws of the District of Columbia did not per 
mit the discounting of obligations seriously limited the possible usefulnes 


* Both banks were created by act of the President—Executive Orders no. 6581 am 
no. 6638, dated February 2, and March 9, 1934, respectively, issued under the authont 
of the National Industrial Recovery act of June 16, 1933. Both executive orders wet 
ratified by Congress on January 31, 1935. 

* Annual Report of Export-Import Bank for 1936, Washington, D.C., December 31 
1936. 

* Executive Ord 581. The phrase beginning “exchange of commodities’ > 
parently refers to international barter transactions. 

* District of Colu rt 
ton, no. 22430, February 8, 19 
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of the Bank. This situation was rectified by Congress in January, 1935, with 
the grant of specific powers to discount and, subject to the approval of the 
Secretary of the Treasury, to rediscount.’ 

Finally, the Export-Import Bank is subject to examination by the Comp- 
troller of the Currency and to many of the regulations governing national 
banks. 


Capitalization 

At the end of 1938 the capital of the Export-Import Bank, issued and 
outstanding, consisted of 45,000 shares of preferred stock having a par 
value of $1,000 each and 10,000 shares of common stock with a par value 
of $100 each, the total capitalization amounting to $46,000,000. All of the 
preferred stock is owned by the Reconstruction Finance Corporation. The 
common stock is held jointly by the Secretaries of State and Commerce for 
the benefit and use of the United States. Eleven shares, although owned 
by the United States, are issued in the names of the trustees of the Bank.* 
Holders of both preferred and common stock possess voting privileges. 

Dividends of three per cent per annum on the preferred stock are cumu- 
lative and must be paid before any dividends are paid on the common 
stock.° With the approval of the Comptroller of the Currency, the Bank 
may redeem the whole or any part of the preferred stock at $1,000 per 
share plus accumulated and unpaid dividends. Should the Bank be tem- 
porarily in possession of excess funds, such amounts are deposited with the 
Reconstruction Finance Corporation and interest on them is applied against 
dividends."° 

The preferred stock amounted originally to 10,000 shares with a par 
value of $1,000 each. Owing to the expansion of the Bank’s activities, it 


fwas deemed advisable to double this amount in 1935. In March, 1937, 


the Reconstruction Finance Corporation, in anticipation of a further in- 
crease in business, agreed to purchase additional preferred stock in the 
amount of $25,000,000. This additional stock was issued during 1938. 


O fiicers 


The Bank is governed by a board of trustees elected annually by the stock- 
holders, that is, by the Reconstruction Finance Corporation, the Secretaries 
of State and Commerce, and the trustees themselves. The membership of 


Sec. 9, Public no. 1, 74th Congress (S. 1175), approved January 31, 1935. 

“Executive Order no. 6581, February 2, 1934, and Executive Order no. 6601-A, 
February 14, 1934. 

‘The dividend rate was originally fixed at five per cent on preferred stock but was 
reduced to three per cent in accordance with the terms of an agreement between the Export- 
mport Bank and the R.F.C. concluded in March, 1938. 

“ This is an unusual feature of banking as carried on by the Bank. It signifies that the 
Bank is always assured of a return on available funds. 


ij 
the 
ef as 
, the 
duals, 
take 
936: 
dends 
e cash 
to the 
mport 
ignifi 
|| 
| 


490 Charles R. Whittlesey [ September 


this board was originally set at five but was subsequently increased to eleven 
where it now stands."' In addition to the president of the Bank, the board 
includes the following government divisions: State, 2. 
Commerce, 2; Treasury, 1; Agriculture, 1; Reconstruction Finance Corpor 
tion, 4.12 With the consent of the President of the United States, member. 
ship may at any time be raised to fifteen or reduced to five. 

Although the institution is under the general supervision of the board 
of trustees, routine activities are administered by an executive committee 
consisting of six trustees. The Bank is managed by a president, vice. 
president, secretary, treasurer and general counsel, all of whom are elected 
by the board of trustees 

O perations 
General Provisions 

An exporter or importer may apply to the Bank for assistance either di. 
rectly or through a commercial bank. In case a commercial bank acts as the 
intermediary it must be prepared to codperate in making required investigi- 
tions and, if necessary, to undertake collections for the Bank; moreover, it 
may be allowed to participate in the loan. 

The Bank undertakes to grant short-term, intermediate, and long-term 
credit. The first is defined as maturing in less than 180 days, the second 
in from 180 days to twelve months, and long-term credit as running from 
one to five _ or, in exceptional cases, even longer. It was originally 
provided that the minimum charge for long-term credit should be one per 
cent above the rate charged the Bank by the Reconstruction Finance Cor 
poration, and the ninimum charge for intermediate credit three-quarters 
of one per cent ibe »ve that rate. Determination of the rate is now left to the 
discretion of the Bank’s officers. The rate charged on short-term credits 
is not stipulated. 

The Bank has not engaged in the insurance of export credits. This con 
stitutes one of the principal differences between this bank and similar in- 
stitutions in foreign countries. 

The Export-Import Bank, even though authorized to do so, holds no 
deposits. In this and other ways it seeks to avoid the charge of competing 
with existing banking institutions. Furthermore, it customarily follows the 
procedure of appointing the exporter’s own bank as its agent in particular 
transactions. As agent the local bank is authorized to advance loans, effet 
the actual discounting of notes, and handle the routine correspondence and 
shipping details of the transaction. Furthermore, banks and other financil 
institutions are given the opportunity to participate, whenever possible, 
the commitments undertaken by the Export-Import Bank. As a result of 


" Certificate of Incorporation as amended, April 3, 1936. J 
® Annual Report of Export-Import Bank for 1937, Washington, D.C., January 10, 193 
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these policies, the scope of the Bank’s activities is distinctly more citcum- 
scribed than the extent of its legal powers might lead one to expect. 

As was mentioned previously, the Bank is, in general, subject to the 
laws governing national banks. This extends to requirements for the main- 
tenance of deposits. The necessity of holding reserves is avoided, however, 
by the very simple expedient of not accepting deposits. When credits are 
granted the proceeds are not placed to the credit of the borrower as is the 
case in ordinary commercial bank operations. Instead, the procedure is 
essentially similar to the establishment of a line of credit; the actual transfer 
is effected only at the time the funds are utilized. In effect, the Export- 
Import Bank holds funds with the Reconstruction Finance Corporation and 
transfers them to its customers as demanded. 

The Bank is thus in a unique position. It is freed of the necessity of 
holding non-earning assets in the form of reserves and is always assured of 
being able to place idle funds with the R.F.C. where they bear interest. On 
the other hand, so long as present policies are followed it will not be able 
to acquire assets by the simple expedient of expanding its own liabilities as 
commercial banks are able, upon occasion, to do. 


Fields of Activity 


The major functions of the institution are threefold: namely, (1) the 


extension of intermediate credits in connection with the exportation of agri- 
cultural products; (2) the granting of long-term credits to further the ex- 
portation of durable goods; and, (3) assistance to private firms hampered 
by foreign exchange control restrictions. 


(1) Extension of Agricultural Credits 


Intermediate credits granted by the Bank to further the exportation of 
agricultural products have dealt chiefly with two commodities, cotton and 
tobacco. The total value of shipments given aid up to the end of 1938 was 
approximately $7,000,000. A considerable quantity of tobacco was ex- 
ported to the Spanish Government Monopoly, while cotton was sent princi- 
pally to Italy, Czechoslovakia, Germany, Latvia, and Poland. 

In general, such operations are handled as follows: the foreign importer 
issues a 90-day note which, under special circumstances, may be extended 
for an additional three months;’* the importer’s bank guarantees this note 
and obtains from the appropriate exchange control authorities written as- 
surance that the necessary amount of dollar exchange will be made available 
at the time the note matures; the note is then discounted for the exporter 
by the Export-Import Bank at a rate averaging around four per cent. The 


“It is reported that commercial banks have been unwilling to finance cotton exports 
when payment cannot positively be assured within 90 days. 
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exporters’ bank acts as the agent of the Export-Import Bank in such trans. 
actions and receives a fee for its services. 


(2) Long-Term Credits for Durable Goods 


The second, and what may develop into the most important, activity of 
the Bank concerns the extension of long-term loans covering the exportation 
of durable goods. Prior to 1930 the United States was one of the leading 
exporters of heavy machinery and railway rolling stock and equipment, 
with Latin America and the Far East the principal markets. Between 193) 
and 1934 foreign orders for manufactures of this type were greatly te. 
duced. With an improvement in world conditions, however, a gradual 
increase in the foreign demand for durable goods occurred. American firm; 
maintained that they were unable to share, to any appreciable extent, in 
this increased demand because they were unable to extend such long-tem 
credits as were being granted by their European competitors. Their inability 
to extend suitable credit was attributed to the unwillingness of America 
banks, because of the unsettled state of the exchanges and general economic 
conditions, to share in the risk involved in such financial operations. Owing 
to the assistance of governmentally fostered export credit agencies, European 
manufacturers were in a position to grant the terms sought by foreign pur- 
chasers. 

By agreeing to buy 50 per cent or more of the one to five-year obligations 
issued by the foreign enterprise the Export-Import Bank makes it possible 
for the American exporter of durable goods to bid for such business on 
more equal terms. In addition, the Bank does not require the exporter to 
be responsible for the total loss in the event that the purchaser is unable to 
make payments. In practice, the risk involved is usually shared jointly by 
the Bank and the American shipper, although in certain instances as much 
as 70 per cent of the Bank's obligation have been assumed without te 
course to the exporter. 

While transactions of this type would appear to involve considerable 
risk, certain qualifying circumstances should be noted. Before an American 
exporter who desires to avail himself of the credit facilities of the Bank 
submits a bid to a prospective customer, the Bank carefully examines the 
proposal. Consideration is given to such questions as the financial standing 
of the prospective borrower; the usefulness of the proposed loan from the 
standpoint of domestic economy in the United States; whether participation 
would further friendly relations with the foreign country concernet, 
whether it would have the effect of encouraging continued default on obli 
gations already held by Americans; whether participation would increas 
appreciably the strain on the foreign exchange position of the importing 
country and therefore merely result in a delay in payments on America 


492 
I 
a 
t 
( 
a 
0 
f 
V 
I 
h 
a 
b 
th 
P 
P 
[ 
Ir 
C 


ity of 
tation 
ading 
ment, 

193 
ly te 
radual 
firms 
mt, in 
g-term 
ability 
erican 
nomic 
Owing 
ropean 
pur: 


pations 
ossible 
ess 
rter to 
able to 
tly by 
s much 
out fe 


derable 
nerican 
e Bank 
nes the 
tanding 
rom the 
cipation 
cerned: 
on obli- 
increase 
porting 


merican 


1939] Five Years of the Export-Import Bank 493 


merchandise already sold; and whether the extension of credit would tend 
to develop American business in usual trade channels.* Again, the foreign 
security for the proposed credit, methods of payment, and assurances as to 
the availability of dollar exchange are subjected to careful scrutiny.’ 
Finally, if the purchaser of the durable goods intends to pay for them by 
issuing a series of notes of successive maturities, the Bank insists that its 
share of the notes maturing earlier be at least as great as that of the 
exporter. 

In the first four and a half years of the Bank’s existence, total credit 
transactions by the Bank to assist American exporters of durable goods did 
not exceed $3,000,000. Such operations dealt chiefly with the sale of rail- 
road locomotives and equipment to Latin American countries and China, 
although other types of industrial machinery such as tractors were also in- 
volved. Credit terms usually extended from two to five years, and interest 
rates averaged between five per cent and seven per cent per annum. As in 
the case of intermediate agricultural credits, a majority of the transactions 
of this type have been handled through the borrower's own bank acting as 
agent for the Export-Import Bank. 

Announcement was made in December, 1938, of the extension of a credit 
of $10,000,000 to the International Telephone and Telegraph Company to 
facilitate expansion of activities in South America. The transaction is note- 
worthy, first, as the only operation undertaken by the Bank which was not 
directly related to trade and, second, for the fact that a portion of the credit 
is to run for ten years. The yield on this loan is approximately five and a 
quarter per cent annually.*® 

In the summer of 1938 the Bank entered into a commitment rather of the 
nature of a direct loan to a foreign State than of a credit transaction on be- 
half of an American firm. An American engineering company concluded 
a contract with the Haitian government for the construction of roads and 
similar public works, the company to supply all matetials and equipment 
other than those available in Haiti. Payments for such merchandise were to 
be made through the issuance of a series of five per cent notes secured by 
the credit of the Haitian government. The Export-Import Bank agreed to 
purchase these notes from the American concern up to a limit of $5,000,000, 
provided all machinery and construction materials were bought in the 
United States.27 


It is generally believed that this transaction was motivated by a desire 


“Speech delivered May 26, 1938, by Warren Lee Pierson, president of the Export- 
Import Bank of Washington, before the Foreign Trade Association of the San Francisco 
Chamber of Commerce (mimeographed ). 

” General Policy Statement of the Export-Import Bank of Washington, June 15, 1938. 

“The Commercial and Financial Chronicle, December 17, 1938, p. 3765. 

“The New York Times, July 24, 1938. 


494 Charles R. Whittlesey [ September 


on the part of the United States government to prevent the construction 
credit from being supplied by Germany. In view of the importance to the 
Haitian authorities of the good-will of the United States government, it is 
not expected that any difficulty will arise in the Bank’s securing payment. 
The transaction is significant, however, as a turning point in the affairs of 
the Bank: it has been followed by other transactions in which political con- 
siderations appear to have been important. 

Much publicity has been given to the loan of $25,000,000 to China, 
announced in December, 1938. This grant was actually made to a corpora- 
tion domiciled in this country, the Uaiversal Trading Corporation of New 
York, but this is presumably an agency of the Chinese government and the 
loan was guaranteed by the Bank of China. The purpose of the advance 
was nominally to finance the exportation of American agricultural and 
manufactured products to China and the importation into this country of 
Chinese wood oil.'® It was generally interpreted, both here and abroad, as 
constituting official support of the Chinese government in the conflict with 
Japan. Mr. Jesse Jones reported to Congress that the loan agreement pro- 
vided that the loan would not be used in connection with the export of war 
materialsy? 


(3) Assistance to Firms Hampered by Exchange Control 


The third major field of the Bank’s activities, assistance to American 
firms hampered by foreign exchange control restrictions, has proved less 
important than was expected. By the terms of the Reciprocal Trade Agree- 
ment between the United States and Brazil the latter agreed to take steps to 
release sums owed to American exporters but “frozen” as a result of 
exchange restrictions.*” Accordingly, an arrangement was made in Febr- 
ary, 1936, between the Bank of Brazil and American exporters to liquidate, 
by monthly payments running nearly five years, all exchange blocked 
before February, 1935.2! About $30,000,000, comprising all claims in 
excess of $25,000 each, was included in this agreement.?? Payments were 
to be made in the form of dollar notes of varying maturities, issued by the 
Bank of Brazil and guaranteed by the Brazilian government, the average 
rate on such notes being four per cent per annum. The Export-Import Bank 
agreed to discount these notes at four per cent up to the amount of 

“The Commercial and Financial Chronicle, December 17, 1938, p. 3690. 

® Department of State, Radio Bulletin no. 33, February 9, 1939, p. 3. 

* Reciprocal Trade Agreement between the United States of America and the United 
States of Brazil, signed at Washington, D.C., February 2, 1935, proclaimed at Washington 
December 2, 1935. 

* Agreement signed on February 21, 1936, between the Brazilian Ambassador to the 
United States and the President of the National Foreign Trade Council, The Commercia 
and Financial Chronicle, February 29, 1936, p. 1373. 

* Claims of less than $25,000 each were paid immediately by the Bank of Brazil. 
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$27,750,000, provided the holder could prove to the satisfaction of the 
Bank that the sums obtained by such discounting would enable the creditor 
to carry on or increase his export business. Recourse against the American 
exporter for the full amount of the note was retained by the Bank. Because 
of the fairly high discount rate and the recourse provision, most of these 
notes have been kept by the exporters, slightly less than $2,000,000 worth 
having been discounted. 

In March, 1939, a credit of $19,200,000 to the Banco do Brazil was 
authorized to assist the government of Brazil in discontinuing exchange 
control in transactions between Brazil and the United States.?* 

(4) Special Fields 

In addition to the three main categories of operations just discussed, the 
Bank has operated in three special fields, the extension of coinage loans to 
Cuba, the handling of foreign commercial obligations payable to various 
agencies of the United States government, and the provision of credit for 
small traders. Five loans have been made to the Republic of Cuba to finance 
the purchase in the United States of silver bullion and its minting here into 
standard Cuban pesos. Such loans are essentially short-term in character, 
rarely exceeding 90 days in length, and are made at the rate of three and 
three-quarters per cent plus a commission of three dollars per 1,000 pesos. 
Over 57 million pesos have thus far been delivered to the Cuban govern- 
ment against which the Bank has advanced $24,000,000. This entire amount 
has been repaid with full interest. 

On the assumption that it would be advisable to concentrate in the hands 
of one institution the foreign commercial obligations owing to government 
agencies, the Export-Import Bank acquired in June, 1936, the outstanding 
notes of the Chinese government issued against the Grain Stabilization 
Corporation loan of 1931 and the R.F.C. loan of 1932 to finance purchases 
of wheat and flour. The total of such notes when the Bank took them over 
amounted to approximately $13,000,000.”* Despite the financial strain of 
war, the Chinese authorities have continued to meet payments on maturing 
notes of these two loans. 

The bank also acts as a financial agent in the collection of notes issued by 
the Deutsche Getreide Handelsgesellschaft, m.b.H., in connection with the 
purchase of wheat from the Grain Stabilization Corporation in 1931. These 
obligations, which are guaranteed by the German government, have been 
regularly met as they fell due. 

Finally, the Bank has undertaken to establish lines of credit up to 
$10,000 each to less well-known traders. While this part of the Bank’s 

“Department of State, Press Release no. 84, March 9, 1939, Appendix B. 


moe Annual Reports of Export-Import Bank, 1936 to 1938. 
The New York Times, June 21, 1936. 
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business has not loomed large, experience with it is reported to have been 
very successful.”° 


Extent of Activitie 
The following table summarizes the total volume of business transacted 
by the Bank from the date of its establishment until the end of 1938, 
Except for a sharp decline in 1937—-which did not, however, extend to 
repayments—the business of the Bank has shown a steady upward trend, 
The fact that a considerable proportion of the commitments in 1938 were 
made late in the year explains the fact that the rise in disbursements failed 


Summary oF Activities, 1934-1938! 


Disbursements | Repayments Net earnings 


$ 3,774,864 $ 3,774,725 (a) 
10,255,164 5,983,876 (a) 
7,812,015 $ 597,258 
7,891,790 853,910 
9,772,940 1,081,346 


35,235,346 


Total cancellatior 
Amount due 
Active commitn 


(a) Not availabl 
1 Annual Reports of the Export-Import Bank, 1936 to 1938. 


to keep pace with the increase in authorizations; this gap will doubtless be 
filled during the current year. Experience has shown that more than half 
of the credits granted are never utilized. Cancellations are the result 
principally of the funds being obtained from private sources, or of the 
funds applied for not being required when a particular venture is not 
carried through. 

During the period covered in the above table, commitments were made 
by the Bank in connection with trade with thirty-one foreign countries, 
including Canada, thirteen countries in Latin America, eleven in Europe, 
and six in Asia. Despite the fact that the Export-Import Bank originated in 
a desire to facilitate trade with Russia, no credits have ever been authorized 
in connection with Russian trade. In general, the financially stronget 
countries, such as Great Britain, France, Sweden, and Belgium, have not 
figured in the business of the Bank, largely, no doubt, because the financing 
of trade with these countries presents fewer difficulties. 

Under the Act passed early in 1939, extending the life of the Bank to 
June 30, 1941, a limit of $100,000,000 was placed on the volume 0 


* Annual Report Export-Import Bank, 1938, p. 3. 
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credits that may be outstanding at any time. Although this figure is con- 
siderably in excess of any that has thus far been attained, the possible extent 
of the Bank’s activities will be rather narrowly circumscribed as long as 
this restriction remains in force. 


Development of Policy 


Even after five years’ experience it is impossible to formulate in any 
clear fashion precisely what the policy of the Export-Import Bank has been 
or is. The first president was Mr. George N. Peek, who also occupied the 
position of Adviser to the President on Foreign Trade. He apparently 
subscribed to the view that, whereas a debtor country may expect exports to 
flow abroad of their own accord, a creditor country must stimulate exports 
artificially. He desired to meet on their own ground the governments, such 
as that of Germany, which participate directly in the conduct of foreign 
trade. While he declared that the Bank should not “subsidize exports at the 
expense of the taxpayers,’’*? he maintained that our foreign trade interests 
must receive assistance similar to that given foreign competitors ‘“‘who are 
being actively and heavily backed by their governments.”** This point of 
view reached its extreme in the declaration that we should have a two-price 
system for some commodities, one for domestic consumption and another 
for foreign markets, in order to meet competition in particular countries.”° 

Mr. Peek strongly favored entering into barter agreements and would 
have made their administration an important part of the functions of the 
Bank. The refusal of the State Department to tolerate a barter transaction 
involving the export of raw cotton to Germany admittedly influenced Mr. 
Peek’s decision to resign his position as head of the Bank. Thereafter, the 
Bank, under Warren Lee Pierson, pursued an uneventful career, taking 
what came its way with little attempt to expand its scope. It has become, 
in effect, a rather inconspicuous adjunct of the State Department. The 
quiet of the Bank’s existence was broken, however, by the announcement 
of the $25,000,000 loan to China at the end of 1938. This appears to 
presage a more eventful, but not more independent, phase of its existence. 

On the basis of experience to date, the following points may be offered 
as constituting the main threads of Bank policy. 


(a) Avoidance of competition with private sources of foreign trade credit. 

(b) Non-participation in import trade financing. This cannot be said to have 
been based upon intention. Officers of the Bank maintain that the reason 
for its failure to take more than a negligible part in such tranactions lies 
in the willingness of private banking institutions to extend all the credit 
that is needed in this field. 


Bory Release no. 6, Export-Import Bank, October 17, 1934, p. 12. 
* Ibid. 
“It was added that this could not be called dumping if the transaction had the approval 


of the government in the country receiving the goods.—Press Release no. 9, November 20, 
1934, p. 6. 
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(c) Avoidance of conflict with the State Department’s aim of bringing about 
more liberal trade policies. But for this rule the Bank might have greatly 
extended its activities by engaging in operations involving barter arrange. 
ments and exchange clearing. 

Mention should be made of two other alleged principles of the Bank. 
The Bank announced early in its career that it would not provide credit for 
the purpose of thawing out frozen credits. Both of the Brazilian agreements 
relating to obligations impounded by exchange control*® would seem to be 
departures from this rule. It was also held that the Bank should not aid in 
financing the export of commodities that “look like munitions.” A pro- 
posal to assist sales of cotton to Italy at the time of the Abyssinian affair 
was first challenged and then refused on this ground.™ 


Political Aspects 

The Bank is clearly in a strategic position to serve domestic and foreign 
politics. If Mr. Peek’s wishes had been considered, it might easily have 
been used to subsidize agricultural exports. It could conceivably be used to 
give assistance in this way to any group which the party in power saw fit 
to aid. Likewise it could as easily be employed to further political aims of 
an external character.** It has been alleged, as was previously noted, that 
the credit of $5,000,000 to Haiti in 1938 was granted to prevent that 
country from becoming involved in financial commitments with Germany 
The much-publicized grant of a $25,000,000 credit to China at the end of 
1938 serves to illustrate, if not what has been done, at least what may be 
done to adapt the Bank to use as an instrument of foreign policy. 


Summary of Accomplishments 

The total volume of business transacted by the Export-Import Bank up 
to the end of 1938 was under $62,000,000. This compares with a capital at 
the end of the period of $46,000,000 and of $21,000,000 during the 
larger part of the life of the Bank. Even when it is recalled that the period 
closed with the Bank’s business expanding sharply, the volume of business 
transacted to date is far from impressive. It becomes still less impressive 
when individual transactions are examined. 

The largest group of operations carried out by the Bank were the coinage 
loans to Cuba, amounting to $24,000,000. While the Bank may, perhaps, 
be assumed to have performed a useful function in providing these funds. 
the engagements underlying the credits were in no way dependent upon 
the existence of the Bank. On several previous occasions the Cuban Govern- 
ment had effected similar operations by direct negotiation between the 

Supra. 

“The New York Times, August 8 and 9, 1935. More recent developments lead on 
to suspect that this rule has come to be interpreted with considerable latitude. 


“Such measures could be applied through either imports or exports or through 0 
trade transactions. 


1¢ 
C 
ab 
pa 
go 
am 
mi 
ag. 
nes 
of 
co 
pr 
ant 
Bai 
bra 
tot 
the 
eve 
eve 
of 
to 
tha 
con 
i 
may 
me 
Fro 
POV 
for 
ans 
ope 
Cco. 
suffi 
fina 
the 
basi 
Exp 
of e 


1939 | Five Years of the Export-Import Bank 499 


Cuban Treasury and the United States Mint, and probably would have been 
able to do so in these instances. 

A second group of transactions consisted of taking over obligations 
payable to other agencies of the federal government. Notes of the Chinese 
government growing out of the sale of American agricultural products 
amounted alone to over $13,000,000. There may have been some ad- 
ministrative advantage in concentrating these claims in one place, but 
again this represented business turned over to the Bank, rather than busi- 
ness made possible by the existence of the Bank. 

It seems probable that not over a quarter, and perhaps considerably less, 
of the business done by the Bank to the end of 1938 was of the type 
contemplated by the organizers of the Bank. The Export-Import Bank has 
pretty well avoided displacing private enterprise; but it is somewhat 
anomalous to find that much the largest part of the business done by the 
Bank during nearly five years of its existence consisted of displacing other 
branches of the government, and in no way represented an increase in the 
total of business done. Furthermore, it is probable that some, at least, of 
the remaining transactions in which the Bank figured would have occurred 
even in the absence of the Bank. On the most favorable assumptions, how- 
ever, and with due allowance for the fact that progress was necessarily 
slow at the start, it would be difficult indeed to justify the establishment 


of the Bank on the basis of what it has accomplished thus far. This is not 
to suggest that the Export-Import Bank should not have been created or 
that it should now be abandoned, but it signifies that the case for its 
continuance must rest upon other considerations than its record to date. 


The Place of an Export Credit Institution 

Export credits may be regarded from two different points of view; they 
may be judged on purely economic grounds or they may be treated as a 
means of accomplishing certain ends not purely economic in character. 
From the latter standpoint they are essentially similar to other forms of 
governmental subsidy and are to be judged accordingly. The justification 
for an institution such as the Export-Import Bank, therefore, turns on the 
answers to two questions. In the first place, is it an enterprise, like the 
operation of the mails, which can be administered most effectively and 
economically only as a governmental venture? In the second place, is it of 
sufficient importance and is the competitive situation in foreign trade and 
linance such as to justify the government in entering this field even though 
the enterprise cannot be expected to pay its way on a simple dollar-and-cents 


basis? 
Export Credits on a Business Basis 


A number of considerations make it appear probable that the provision 
of export credits can be conducted more economically by the government, 
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assuming efficient administration, than by private enterprise.** An agency 
of the government can ordinarily secure its funds at lower rates of interest 
than a private business corporation.™ In a society still reasonably individual. 
istic this advantage must not be allowed to weigh too heavily, since it 
would be equally valid as a reason for the government's entering many 
other lines of domestic enterprise. Second, and more important, the govern- 
ment has extensive international connections and, through its consuls and 
commercial attachés, can secure accurate information more cheaply than can 
private businesses acting independently. Third, the government is probably 
subject to less risk since it is in a position to bring pressure upon foreign 
debtors, directly or through their governments, more effectively than indi- 
viduals could do. Finally, the more international credit operations are con- 
centrated in the hands of a single organization, the more efficient an enter- 
prise of this sort could be, since this would reduce to a minimum the 
duplication of facilities. It would be simpler to centralize business in an 
agency of the government than in a private institution. 

As an alternative, of course, certain of these facilities—collection of 
information and the bringing of pressure—could be placed at the disposal 
of privately operated export credit organizations. This might mean singling 
out certain business-men for special favors; while this is not without 
precedent it is open to obvious objections. Moreover, it would be likely to 
lead to the same sort of international friction that has arisen in cases where 
governments have interfered to assist their nationals in the collection of 
debts. Perhaps the friction would be as great if a government were acting 
for itself rather than for certain of its nationals, but this is doubtful. 

Foreign countries call similar agencies export credit institutions. We 
profess that ours is for the extension of credits on imports as well. In 
practice, however, the Export-Import Bank, despite its name, is almost 
exclusively an export credit institution, and it would seem that this must 
more or less inevitably be the case. Since imports are paid for by business- 
men within the country, it is to be expected that, in a country such as the 
United States, a transaction that is deserving of credit can be financed 
through ordinary banking channels. Governmental encouragement of ex- 
ports may be expected, also, to arouse less opposition on the part of the 
public than would the facilitation of imports. 

How important export credits on a purely business basis could become, 


* Cf. Elia M. Shenkman, Imsurance against Credit Risks. London, P. S. King, 1935, 
pp. 162-76, 343-44, and passim. This book contains the best general treatment in English 
on the subject of export credits 

“This statement requires some qualification. As a consequence of default on interes 
and varying degrees of loss of principal, a substantial volume of borrowing is effected at 
what proves to have been a zero or negative rate of interest. This fact would have to 
allowed for in any calculation of the net cost of borrowing on private account. It i 
impossible to state whether, over the long term, the net rate paid on private borrowing 
would be higher or lower than the rate paid on government borrowing. 
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it is impossible to say. The field of intermediate credit—the bulk of export 
credits are ordinarily of this type—is one that private enterprise has been 
notoriously laggard in entering. It may be that it is desirable for the 
government to assist in developing this business for some of the same 
reasons that led it to facilitate the granting of intermediate credit to 
agriculture. Failure of the business to develop under private auspices casts 
doubt, however, on the view that there is an important need for export 
credits. This failure cannot be regarded as conclusive evidence of absence 
of need for the reason noted—namely, that it might conceivably be eco- 
nomic as a governmental, though not as a private, enterprise. It is sig- 
nificant that other countries have found the granting of export credit a 
reasonably profitable business except during periods of depression. 


Export C redits as a Political Instrument 


When viewed purely as an instrument of commercial policy the question 
of whether export credits pay their way is not of primary concern. They 
are then to be regarded chiefly as a device for encouraging selected exports 
and are essentially similar to a subsidy. It is probable that in most countries 
of the world the provision of export credits should now be viewed in this 
light. To the extent that such is the case, export credits are open to the 
objections, and are subject to the defenses that may be advanced in the 
case of other forms of subsidy. 

It is entirely possible that competition in the granting of export credit 
may lead to the same abuses that have accompanied the granting of aid to 
shipping or straight export subsidies. The element of novelty has great 
tactical value in the field of commercial policy. The relative newness of 
this particular device will probably allow it to be carried to greater lengths 
than if we were more familiar with it. The fact that other countries 
are employing this and other forms of export aid will seem to be a reason 
why we should also make use of it. It is quite possible that we are em- 
barked upon another period of competitive subsidizing of exports and that 
these subsidies will be partially concealed under the guise of export credits. 

Even the casual student of international economic affairs has come to 
accept the view that a country is unwise to compete with other countries 
in the subsidized dumping of its exports abroad. We are likely to have in 
the near future a testing of the depth of this conviction. It is superficially 
plausible to assume that the centralization of foreign trade in the hands 
of foreign governments compels our own government to play a more 
positive part in promoting exports. It is important to recognize, however, 
that the provision of export credit on other than a business basis raises the 
same issue as is involved in the granting of simple export subsidies.** 

“Not that this disposes of the issue. Many of the same considerations that justify 


“casures to prevent temporary, bounty-fed, dumping within a country may be used to 
defend measures to meet such dumping in third countries. 
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Export Credit and International Capital Movements 


The Royal Institute of International Affairs maintains that one ad- 
vantage of export credits is that their use happily combines the granting 
of foreign credits with goods movements which make easy the transfer 
of the credits.** By removing the necessity of effecting adjustments in other 
items, any strain on the international balance of payments is thus pre- 
sumably avoided. Despite the weight of authority behind this contention, 
it is to be accepted only with reservations. The argument is suggestive of 
the defense of “tying clauses’ in foreign loan contracts. To the extent that 
there is any direct connection, however informal, between a loan and any 
particular use of the proceeds, there is a presumption against it. The most 
economic use of the proceeds of a loan is possible only if the borrower may 
dispose of them as he pleases and if adjustment is free over the entire range 
of items in the balance of payments. There must be a “‘natural’’ selection 
through the price and exchange mechanism if the transfer of capital is to be 
regarded as ideal from an economic standpoint. When a credit and the 
use to which it is put are tied together in the manner suggested, a strong 
probability exists that one or the other, or both, are exchanged at what is 
not, properly speaking, an economic price. 

The element of novelty is not only highly important in international 
commercial policies but also has an important bearing on the question of 
international capital movements. Capital export on long term is now under 
a considerable cloud as a result of the unfortunate events of recent years. 
Experience with export credits is much more favorable, partly, no doubt, 
because the time has been too short to allow a thorough testing. As a result, 
it is probably feasible for a considerably greater volume of capital export 
to take place in this manner than would be likely to move freely in the 
form of long-term investments. As compared with short-term capital 
movements, moreover, export credits are less volatile and hence less capable 
of creating sudden disturbances in balances of payments.” 


The present discussion of the Export-Import Bank has, of necessity, been 
chiefly descriptive and historical. For reasons that are not purely historical 
it seems probable that the Bank can be a useful factor in the machinery of 
international trade and finance. Obvious dangers are inherent in an institu- 
tion of this sort, and a straight course must be driven between the twin 
hazards of ineffectuality and abuse. 


CHARLES R. WHITTLESEY 
Princeton Universit) 


“The Problem of International Investment. London, Oxford University Press, 1937, 
pp. 51 and 89. ? 

“It may be observed in passing that the Export-Import Bank makes it possible to avoid 
the restrictions on capital export imposed by the Johnson act, since governmental agenaes 
are exempt from the provisions of this law. 
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IS THE AMERICAN ECONOMY CONTRACTING? 


Paper presented at a Round Table Conference of the American Economic Association 
at Detroit, Michigan, December 28, 1938. 

Expansion or contraction of our economy is defined in terms of real national income, 
either total or per capita. The ratio of the real national income actually produced to the 
national income which could be produced, under conditions of a given state of technical 
knowledge and of organizational ability of the producers, is the organizational efficiency 
of the economy. A survey of the statistical material indicates that while the real national 
income was increasing during the period 1919-1929 at an approximate annual rate of 
4 per cent, it was stagnant from 1929-1937 and per capita real income was probably 
slightly decreasing. Compared with pre-war times and the pre-depression period, the or- 
ganizational efficiency of the American economy declined heavily in the period 1929-1937. 
In 1937 the national income produced with the existing capital equipment could have been 
19-24 per cent higher if it were not for the wastage through unemployment. This estimate 
does not take into account the effects of the stoppage of net capital formation during the 
depression. 


The view is widely held that the American economy has lost its mo- 
mentum of expansion and reached a stage of more or less permanent stag- 
nation. According to one interpretation, this is the result of a general world- 
wide decline of capitalism, while another interpretation treats it as a more 
local phenomenon—namely, as the inevitable result of the disappearance 
of the frontier. Both arguments, however, are related to each other. For the 
unprecedented economic expansion in the nineteenth and in the first quarter 


of the twentieth century was strictly connected with the existence of a world- 
wide frontier in Africa, in Asia, in Australia, and in America which pro- 
vided the investment opportunities necessary for such enormous rate of 
economic expansion. Thus the disappearance of the frontier in the United 
States is but a special case of a process characteristic for capitalism at large. 

The purpose of all economic activity is the satisfaction of human wants. 
These wants are satisfied out of the flow of goods and services produced 
by the economic system. If, however, the economic system is to retain its 
income-yielding capacity, allowance has to be made for maintenance, de- 
preciation and obsolescence of the capital equipment. What is left of the 
low of services produced after this allowance has been made is the income 
of the community out of which human wants can be satisfied. The net 
national income, therefore, measures the want-satisfying achievement of the 
economic system and we shall say that the economy is expanding or con- 
tracting according to whether the net national income is increasing or 
decreasing. 

But in a society with increasing population, a constant national income 
is not sufficient to secure the same level of satisfaction of wants for each 
member of the community. The national income must keep pace with the 
increase of the population so as to avoid a decrease in per capita income. We 
shall say, therefore, that the economy is expanding or contracting relatively 
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to the population according as to whether the per capita income is increasing 
or decreasing. 

Besides the increase (or te rease) of the total and of the per capita na- 
tional income there has to be taken into consideration the rate of its increase 
(or decrease). We shall « : it the rate of economic ex pansion. While the 
net national income may be expanding, the rate of expansion may be slower. 

Under conditions of a given state of technical knowledge and of Organiza- 
tional ability of the producers, the income-yielding (7.e., want-satisfying) 
capacity of the economy is limited by the productive resources available. 


TABLE I 

9 prices 

| (In millions) Index | - index 

(1) (2) (3) (4) 
1929 $80 , 75; 100.0 100.0 100.0 
1930 | 67,969 84.2 97.5 84.4 
1931 53,499 66.2 89.1 74.3 
1932 | 39,545 49.0 80.2 61.1 
1933 | 41,81 51.8 76.2 68.0 
1934 49 575 61.4 79.0 77.7 
1935 54,955 68.0 81.1 83.8 
1936 63,799 79.0 82.1 98.2 
1937 69 ,0008 85.58 84.78 100.9 


1 Source: Statistical Abstra 
figures are those of the Department 


f the United States, 1937 ,table 336, p. 297. The national income 
of Commerce; the cost of living index is that of the Bureau 


of Labor Statistics. 

2 Column (2) divided by column (3). 

? Column (1) gives provisional approximate figures as quoted in Survey of Current Business, 
March, 1928, p. 5. Columns (2) and (3) are indices calculated on the basis of the figure in 
column (1). 


But the actual national income may be below this limit because of failure 
to utilize fully the productive resources, particularly the employment-seeking 
population. The ratio of the national income actually produced to the income- 
yielding capacity of the economy, therefore, measures the organizational 
efficiency of the economic system. 

Changes in the organizational efficiency of the economic system are strictly 
connected with the rate of economic expansion. Although the economy is 
expanding, the rate of expansion may be insufficient to employ all productive 
resources. This may happen when the efficiency of production incteasts 
so that the same output may be produced with the aid of a smaller quantity 
of labor and other resources. To keep them fully employed it is necessary 
that the increase of output be sufficient to compensate for the decline in 
demand for productive resources per unit of output. 


From the organizational efficiency of the economic system, i.e., from its 
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ability to employ its resources, we may distinguish its social efficiency or the 
ability to distribute equally the income produced. However, a low organiza- 
tional efficiency of the economic system results also in a low social efficiency. 
For if unemployment is large, even though the economy be expanding, a 
part of the members of the community is excluded from sharing in the 
fruits of expansion, or even worse, the economic progress of those who are 
employed is obtained at the expense of those who, becoming unemployed, 
suffer a decrease of their income and, therefore, a decrease of their ability 
to satisfy their wants. 


The first subject of our inquiry is the variations in national income pro- 
duced. This is given in Table I which is based on the estimates of the United 
States Department of Commerce. 


Taste II 
National income deflated by | National income deflated by 
special index! cost of living index 
Year (1929 = 100) (1929 = 100)? 
(1) (2) 
1930 85.6 85.5 
1931 73.3 74.0 
1932 60.3 60.6 
1933 66.5 67.7 
1934 72.5 75.7 
1935 78.1 80.6 


‘Source: Technological Trends and National Policy, p. 69. The index is shifted to the basis 
1929= 100. It is obtained by deflating the U. S. Department of Commerce estimates of the 
national income as published in Survey of Current Business, July, 1936, p. 18 (or in National 
Income in the United States, 1929-1935 (U. S. Dept. of Commerce, table 1, p. 22) by Professor 
Kuznets’ combined index of the cost of living and the prices of investment goods. 

? The same estimates of the national income deflated by the B.L.S. cost of living index. 


The figures in column (1), however, reflect not only the changes in the 
flow of goods and services available after deduction for maintenance, depre- 
ciation and obsolescence has been made, but also the changes in prices. 
They have, therefore, to be corrected for variations in the price level in 
order to obtain the real income. 

If all income were consumed, the appropriate index to be used for such 
correction would be an index of the prices of consumption goods as pur- 
chased by the consumers. Since such index is not available we take, instead, 
as an approximation the index of goods purchased by wage earners and 
lower salaried workers (i.e., the cost of living index) computed by the 
United States Bureau of Labor Statistics. However, part of the income which 
is invested should, therefore, be deflated by a special index of prices of 
investment goods, or, instead, the total national income might be deflated 
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by a special price index which is a combination of the cost of living index 
with an index of investment goods, both weighted in proportion to the 
apportionment of the national income between consumption and invest- 
ment.* 

Since, however, figures of the price index of investment goods are not 
available for the last years, the national income has been deflated only by the 
index of the cost of living. During the period 1929-1934 the part of the 
national income which was invested varied within the range of —8.6 per 
cent and +-9.3 per cent.? Thus the error involved in our procedure should 


Taste III 

Per capita Per capita Per capita 

| Income produced Income produced Income produced 
Ye. | in current prices! in current prices in 1929 prices? 

— | (dollars) (index) (index) 

| ! (2) (3) 
1929 665 100.0 100.0 
1930 553 83.2 85.3 
1931 431 64.8 72.9 
1932 316 47.5 59.2 
1933 332 49.9 65.5 
1934 313 47.4 60.0 
1935 431 64.8 79.9 
1936 197 74.7 91.0 
1937 533 80.2 94.7 


! Column (1) in Table I divided by the population of the Continental United States as 
given in table 12, p. 10 of the Statistical Abstract of the United States, 1937. 
2 Column (2) of this table divided by column (3) of Table I. 


not be so large as to invalidate the results. The order of magnitude of the 
error involved can be judged from Table II which gives the results obtained 
for the period 1930-1935 by applying Professor Kuznets’ combined index 
of the cost of living and of the prices of investment goods* and compares 
with them the results obtained when the cost of living alone is applied to 
the same figures.* 

Beginning with 1933, the index of national income deflated by the cost 
of living index alone shows an over-estimate of 2-3 points, 7.e., 3-4 per cent. 
The national income figures and index given in Table I are not the same 


‘The first procedure was applied by Professor Kuznets in National Income and Capital 
Formation, 1919-1935 (National Bureau of Economic Research, 1938). The other was 
applied by David Weintraub in Technological Trends and National Policy (National Re- 


sources Committee, 1937), | 


* Cf. Kuznets, op. cit., p. 53 

* Cf. S. Kuznets, Income Originating in Nine Basic Industries, 1919-34 (National 
Bureau of Economic Research, Bull. 59, 1936), table 3, p. 24. The weights given to the 
cost of living index and to the index of prices of investment goods were 9 and 1, respectively 


*T.e., to figures from the source indicated in footnote to table II. 
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as those on which Table II is based. They are revised figures published later 
(the source is indicated in the footnote to Table I). Taking these figures, 
the index of the real national income obtained through deflation by the 
cost of living index of the United States Bureau of Labor Statistics, has been 
calculated and given in column (4) of Table I. 

We find that the real national income declined since 1929 till 1932 and 
started to rise again since 1933 reaching again in 1937 approximately the 
level of 1929. On the whole, therefore, during the period of 1929-1937 
the American economy did not expand, the expansion during 1933-1937 
being just sufficient to compensate for the contraction in 1929-1932. It did 
not contract either. It just managed to maintain its level. 


The population of the continental United States increased 7,731,000 from 
1929 to 1937.° The United States Department of Commerce estimates of 
national income apply “‘largely’’ to the continental United States.* Since, 
according to these estimates, the real national income just maintained its 
level during the period mentioned, the per capita real income has declined. 
This decline is indicated in column (3) of Table III. The other two columns 
of this table give the money income per capita measured in current prices, 
column (1) giving the amount and column (2) an index. 

It is found that, although the per capita real income did rise after the 
sharp drop in the period 1929-1932, it did not recover its 1929 level, being 
in 1937 5.3 per cent below this level. Since the estimates of national income 
and, even more, the estimates of real income have only approximate validity, 
too much significance should not be attached to a variation of this order 
of magnitude. In so far as these figures indicate a slight reduction in real 
per capita income, it seems probable that during the period 1929-1937 the 
American economy was slightly contracting relatively to the population. 


The stagnant character of the aggregate real income and the slight con- 
traction in per capita real income during the period 1929-1937 has to be 
compared with the behavior of national income in the period preceding the 
depression. For this purpose we have two sources of comparison. The 
National Bureau of Economic Research has estimated, under the direction 
of Professor Kuznets, the real national income for the period 1919-1935." 
Measured in 1929 prices, the national income rose from $55.8 billion in 
1919 to $83.4 billion in 1929. Thus over exactly a decade the real national 
income has increased 49.4 per cent, #.e., at an average annual rate of 4.1 
per cent. On the basis of a study of the Brookings Institution Mr. Wein- 
traub has calculated an index of the real national income (‘volume of 


‘Obtained from the figures published in table 12, p. 10 of the Statistical Abstract of the 
United States, 1937. 

“Cf. National Income in the United States, 1929-1935, p. 8 where the meaning of the 
term “largely” is also explained. 

'S. Kuznets, op. cit., table I, p. 8. 
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goods and services produced”) for the period 1920-1929.8 According to 
this index the real national income rose 46 per cent from 1920 to 1929 
(as compared with a rise of 41.9 per cent for the same period, according 
to Professor Kuznets’ estimate).° This is an average annual increase of 4.3 
per cent (as compared with 4.0 per cent for the same period, according to 
the estimates of Professor Kuznets). 


TABLE 1V 
Net capits 
| Net capital formation Net capital formation 

Year | (millions of dollars)! (millions of dollars)* national income 
1919 7,378 

1920 7,157 5,817 10.3 

1921 2,916 5,101 8.8 

1922 5,231 5,679 9.3 

1923 8,890 6,766 10.2 
1924 6,178 8,411 11.9 
1925 10,165 8,476 11.6 
1926 9,084 9,454 12.5 

1927 9,112 8,781 11.3 
1928 8,148 9,108 11.4 
1929 10,065 7,412 9.3 
1930 4.024 4,577 6.2 

1931 — 358 —736 —1.2 
1932 —5,875 —3,513 —6.5 
1933 —4 306 —4,571 —8.6 
1934 —3,531 —2,765 —4.8 
1935 | —457 

1 Source: Kuznets, National Income and Capital Formation, 1919-1935 (National Bureau 


of Economic Research, 1937), table 14, p. 48. 
2 Source: [did., table 15, p. 53. 


The per capita real income increased, according to the estimates of Pro- 
fessor Kuznets, during the decade 1919-1929 from 533 dollars to 687 
dollars (both figures in 1929 prices) .’° This is an increase of 28.9 per cent 
during the decade, or an average increase of 2.6 per cent each year. 

The stagnation of the American economy since 1929 is accompanied 
by a serious decline in net capital formation. This is shown in Table IV 
which reproduces Professor Kuznets’ estimates of net capital formation. 


* Technological Trends and National Policy, table 1, p. 69. 

* Measured in 1929 prices the national income was $58.8 billion in 1920. 

* According to our calculation, based on the estimates of the Department of Commerce 
and using the BLS cost of living index for deflation, the per capita income, measured 10 
1929 prices, was in 1929 $665 (vide table III). The chief reason for the difference is that 
Professor Kuznets’ estimates are more comprehensive than those of the Department 
Commerce. Cf. Kuznets, of. cit., p. 76 


columr 


tion 
1.0., 
1919, 
for th 
capita 
On b 
capita 


Son 
of the 
startin 
Weint 


As i 
duri 
cons 
The 
Prof 

1 

= 1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

| 

1 

1' 

1S 

2 Cc 
duced 
ik 


1939] Is the American Economy Contracting? 509 


As is seen from this table, the net capital formation shows a rising trend 
during the period 1919-1929, tending to conform to an approximately 
constant proportion of the national income (10.7 per cent in the average). 
The value of the capital stock at the beginning of 1919 is estimated by 
Professor Kuznets at $165.3 billion (in 1929 prices). The net capital forma- 


TABLE V 
Unemployed man-years | Employed man-years cil 
of labor as percentage | as percentage of supply —— 
Year of supply each year! each year® ees 
(1) (2) (3) 
1920 6 94 100 
1921 25 75 111 
1922 22 78 126 
1923 11 89 120 
1924 13 87 123 
1925 13 87 127 
1926 11 89 124 
1927 12 88 123 
1928 13 87 129 
1929 10 90 126 
1930 19 81 118 
1931 32 68 120 
1932 45 55 120 
1933 47 53 134 
1934 42 58 134 
1935 41 59 139 


‘Source: Technological Trends and National Policy, column (8) of table (2) on p. 70. 

? Column (1) and column (2) = 100. 

* Source: Jéid., column (4) of table 3 on p. 72. Index of volume of goods and services pro- 
duced (in column (1) of same table) divided by index of man-years of employment (idid., 
column (3) of same table). 


tion during the period 1919-1929 was $84.3 billion (in 1929 prices), 
1. an addition of 51 per cent to the capital stock from the beginning of 
1919."" This gives an average annual rate of accumulation of 3.8 per cent 
for the 11 years preceding the depression. During the depression the net 
capital formation drops heavily, becoming negative in the years 1931-1935. 
On balance there was during the years 1930-1935 a diminution of the 
capital stock by $10.5 billion (in 1929 prices), which is about 4 per cent. 


Some further light on the rate of economic progress is shed by a study 
of the organizational efficiency of the American economy. A convenient 
starting point for such a study is found in Table V which is based on Mr. 
Weintraub’s investigations for the National Resources Committee. Columns 


"Kuznets, op. cit., pp. 50-51. 
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(1) and (2) indicate that up to 1930 unemployment fluctuated around a 
constant level. During the period 1923-1929 this level was 12 per cent? of 
the supply of labor (in man-years) available for hire. During the depression 
unemployment increased very strongly, reaching 47 per cent in 1933. 

Mr. Weintraub’s data go only as far as 1935. We can supplement them 
for 1937 with the data furnished for 1937 by the Census of Unemploy- 
ment.'* According to the census in November, 1937, 16.4 per cent of the 
population available for employment were totally unemployed and 3.8 per 
cent were employed in emergency works. This makes the percentage of 
those for whom the economic system was not able to find employment 


TaB_e VI 


Percentage in- Percentage in- 


| 
| 


| Unemployment crease in em- crease in real Short-period 
| as percentage | ployment neces- | national income | organizational 
Period | of labor supply sary for full corresponding to efficiency* 

| employment | full employment! 

= 

| (1) (2) | (3) (4) 
1923-19298 12 14 10 0.91 
1929 10 11 8 0.93 
19374 (a) | 20 25 19 0.84 
19374 (b) | 25 33 24 0.81 


1 Obtained from the production function P=1.01 L*% O'%4 where C is kept constant. 

2 100 divided by column (3) increased by 100. 

8 Average from column (1) of table V. 

4 From Census of Unemployment in 1937, (a) is a conservative estimate, partial unemploy- 
ment not being taken into account; (b) is the estimate under the assumption that the partly 
unemployed worked half-time. 


20.2. In addition there were 10.2 per cent partly unemployed. The hours 
worked by them are not known. Assuming that they worked half time this 
would give 5.1 per cent. Taking the partly unemployed into account it is 
a safe guess to assume unemployment to have been between 20.2 and 25.3 
per cent of the available labor supply, and rather nearer to the upper figure. 
These figures, of course, are not directly comparable with those in Table VI. 
They do, however, indicate that in 1937 unemployment had not dropped 
to the pre-depression level. It is interesting to notice that the percentage ot 
unemployed in the pre-depression period (1923-1929) was approximately 
the same as in pre-war times. According to Professor Douglas’ investiga 
tion, the percentage of unemployed in manufacturing, transportation, the 
building trades and mining in the period of 1897-1926 was 10.2 per cent." 


“ During the whole period 1920-1929 it was 14 per cent. 

Final Report on Total and Partial Unemployment, vol. iv, by C. L. Dedrick and M. H 
Hansen, 1938, table 6, p. 2 

* Paul H. Douglas, Real V in the United States, 1890-1926, 1930, p. 459. 
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An independent investigation by Mr. Hornell Hart gives the percentage 
of unemployment of non-agricultural labor in the period 1902-1917 as 9.9 
per cent. Since these figures do not include agricultural unemployment or 
part-time unemployment and Mr. Weintraub’s figures do, the percentage 
of unemployment seems to be comparable. 

The organizational efficiency of the economy has been defined as the 
ratio of the national income actually produced to the national income that 
could be produced with the existing productive resources. In order to know 
what national income might be produced under conditions of full employ- 
ment, we have to know the increment of output resulting from an increase 
of employment. The additional labor being applied to existing capital 
equipment and natural resources, the increment of output is subject to di- 
minishing returns. A tentative estimate of the effect of an increase of 
employment on output may be obtained by use of Professor Douglas’ pro- 
duction function. For the period 1899-1922 this function is 


P = 1.01 L* C%, 


where P denotes the output and L and C denote the quantity of labor and 
capital, respectively.*® Recent, and as yet unpublished investigations of Pro- 
fessor Douglas indicate that approximately the same values of the exponents 
hold also for a more recent time. Holding C constant, an increase of employ- 
ment K times increases output K* times. Hence we obtain the figures in 
column (3) of Table VI. 

The figures in column (3). of Table VI indicate the percentage increase 
of the real national income which could be obtained by applying all the 
available supply of labor to the existing capital equipment (and natural 
resources). Adding to it 100, we obtain the ratio of the national income 
which could be produced to the national income actually produced. The 
organizational efficiency of the economy is the reciprocal ratio. This is given 
in column (4) of Table VI. 

It is interesting to notice that, according to Professor Douglas’ production 
function, the increase of national income resulting from the attainment of 
tull employment would have been in 1929 only 8 per cent, as compared 
with 19 per cent estimated by the Brookings Institution and a much larger 
percentage estimated by Mr. Harold Loeb. It seems that the last two esti- 
mates, done by different methods, are highly excessive. But even the estimate 
‘rom Professor Douglas’ production function seems excessive, too. For Pro- 
‘sor Douglas’ function yields a marginal productivity curve of labor which 
s convex to the axis representing the amount of labor. This seems rather 
unrealistic for high degrees of employment. If employment is very high, 
seems more appropriate to assume that the efficiency of those who remain 
unemployed under such favorable conditions is so low that a further increase 


* Cf. Paul H. Douglas, The Theory of Wages, 1934, p. 133. 
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of employment would lead to diminishing returns along a marginal pro- full 
ductivity curve which is concave to the axis representing labor. It seems, durir 
therefore, that in 1929 national income could have been increased only by 
much less than 8 per cent and that the national income in 1929 was as near Tk 
to the income corresponding to full employment as can be expected. (1 
Compared with the period 1923-1929, the organizational efficiency of and f 
the American economy has declined very heavily, as illustrated by Mr. be co 
Weintraub’s index of the average productivity of labor which is reproduced matel 
in column (3) of Table V. This index is obtained by dividing the index 2.6 pi 
of goods and services produced (real national income) by the index of to the 
employment. It seems reasonable to suppose that the steady increase of the and p 
average productivity of labor which is shown by this index continued in incre 
1936 and 1937. But even disregarding the increase in these two years, the (2 
average productivity of labor has risen since 1929 from 126 to 139, ie, pressi 
10 per cent. The real national income, however, has only recovered (in heavil 
1937) its 1929 level. Thus the increase in productivity has been wholly increa 
wasted by unemployment. According to Table VI under full employment nation 
the national income would have been greater by 19-24 per cent. This would 19-24 
have made possible in 1937 the production, with the existing capital equip- unemp 
ment, of a per capita income of $624-661 (in 1937 prices) as compared stoppa 
with $533 per capita actually produced. rate of 
The deterioration of the organizational efficiency of the economy isa the inc 
phenomenon common to all countries with an advanced industrial capitalist (3) 
economy. For Great Britain, Mr. Colin Clark has established the significant States | 
fact that, while real income per person in work has been increasing rapidly Jj “ppe: 
since 1924, real income per occupied person, including the unemployed, whethe 
increased much less. The increase of real income per person at work has The ev 
been largely wasted by unemployment. As in the United States, this is in advance 
sharp contrast to the pre-war period when unemployment fluctuated around lack of 
a constant percentage and real income per person in work and per occupied J “™ploy 
person, including the unemployed, moved nearly parallel.’ quently 
The waste of productive resources due to unemployment is, however, much MM Private 
greater than appears from our coefficients of the organizational efficiency of JM Pr<sstor 
the economy. For the increase of income obtained by employing fully the cable a 
existing resources would lead to an increase of the rate of net capital form: of econ 
tion which, in turn, would increase the national income obtained from the To blan 
existing supply of labor and natural resources. This would increase further Private 
the rate of net capital formation, again increase the national income, étc. oe 
N1VeE 


etc. The result would be an increased rate of economic expansion. Had not 
the depression stopped the net capital formation in the United States for 
several years, the capital equipment in 1937 would have been much greater. 
Thus the national income in 1937 suffered not only from the absence o! 


* Cf. Colin Clark, National Income and Outlay, London, 1938, table 103, p. 232, and 
diagram II, p. 233. 
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full employment in 1937 but also from the absence of full employment 
during the period 1930-1936. 


The conclusions reached in this paper are as follows: 

(1) During the period 1929-1937 the American economy was stagnant 
and probably slightly contracting relatively to the population. This should 
be compared with a rate of increase of the real national income of approxi- 
mately 4 per cent a year and a rate of increase of per capita real income of 
2.6 per cent a year during the period 1919-1929. The trend is largely due 
to the severity of the depression. Since 1933 both total real national income 
and per capita real income are increasing rapidly, and it is likely that this 
increase will continue for the next years. 

(2) Compared with pre-war times and with the period preceding the de- 
pression, the organizational efficiency of the American economy has declined 
heavily, the increase of productivity of labor being largely wasted by an 
increased percentage of unemployment. Even in the period 1923-1929 the 
national income could have been 10 per cent and in 1937 it could have been 
\9-24 per cent higher than it was, had it not been for the wastage through 
unemployment. The latter figure does not take into account the effects of the 
stoppage of net capital formation which resulted from the depression. The 
rate of economic expansion proves to have been insufficient to take care of 
the increased average productivity of labor. 

(3) Any prediction as to the future of economic expansion in the United 
States can be made only on the basis of a knowledge of the causes which 
stopped economic expansion since 1929 and of the expectation as to 
whether, and in what degree, these causes are likely to persist in the future. 
The events since 1929 in the United States and in other countries with an 
advanced industrial capitalism show that private capitalism suffers from a 
lack of sufficient inducements to invest which prevent it from securing full 
employment of the existing productive resources. The argument is fre- 
quently raised that this is due to political interference which discourages 


ch  Puivate investment. In answer to this it has to be pointed out that the de- 
of Me Pression came at a time when (particularly in the United States) no appre- 
the fe ‘@5le amount of such interference was exercised and that at present the level 


of economic activity is maintained in most countries by public investment. 
To blame political interference and public investment for the failure of 
private capitalists to invest is to mistake the effect for the cause. 


OscaR LANGE 
University of Chicago 
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A NEGLECTED COMPONENT OF THE MONEY SUPPLY 


Failure to appreciate the scope of the bank clearing mechanism has led monetary writer; 
to base their analyses on a definition of the money supply which includes only currency 
and deposit balances. This procedure neglects the fact that checks may serve to a large 
extent as an independent form of money. When a bank simultaneously debits and credits 
checks to a bank account at the time of posting, it is performing a true clearing process 
which renders part of the volut f checks independent of any deposit balance that may 
exist within the bank account. In so far as checks can be cleared within particular bank 
accounts at the times of bank postings, their volume may increase without relation to the 
amount of deposit balances. Only to the extent that intra-account clearing is imperfect do 
deposit balances function ins of payment. To regard these balances as the main 
part of our money supply ; the fundamental réle of clearing in our economic system 
and fosters ineffectual | f quantitative monetary control. 


Much current monetary theory rests on an assumption concerning the 
supply of money that is highly unrealistic in view of the operation of our 
banking mechanism. The money supply is generally considered to be iden- 
tical with the oad of cash balances (currency plus deposit balances) held 
by the community at any moment of time.’ A corollary of this assumption 
is that the stock of | bal ances in existence over a period of time serves as the 
source of al] money payments made during that period.? The fact, how- 
ever, that a substantial portion of the money supply never takes the form of 
cash balances serves to limit the validity of any type of monetary theory 
based on the above assumption. 

The process of simultaneously offsetting debit and credit entries within 
a bank account at the time of bank posting releases a certain portion of 
the checks outstanding at any given moment from any dependence on de- 
posit balances, and therefore makes such checks a distinct component of 
the money supply. This process may properly be called intra-account clear- 
ing;* and, as indicated by the following data compiled from the bank «- 
count of a business firm, such clearing may occur on a significant scale. 

The debits column shows the daily posting of checks previously drawn 
against this account and presented against it since the preceding posting 
The credits column shows the daily posting of checks presented for deposit 
to this account since the preceding posting. The offset column indicates 
the daily volume of intra-account clearing,—/.e., the amount of checks 


which when debited to the account were offset by checks simultaneously 

*L. Currie, The Supt 2 Control of Money in the United States, Cambridge, 1935, 
pp. 12-13; J. W. Angell, 7 Behavior of Money, New York, 1936, pp. 7-11; H. § 
Ellis, German Monetar) ry, 1905-1933, Cambridge, 1934, pp. 190-193; J. R. Hicks 
“A Suggestion for Simplifying the T "vee sry of Money,” Economica, 1935, vol. 2, P. # 
J. M. Keynes, The Ge ry of Employment, Interest and Money, New York, 1936, 
p. 167 ff. Cash balances will | nsidered synonymous with deposit balances in this 
analysis. 

7A. W. Marget, The 7 f Prices, New York, 1938, vol. 1, pp. 351-352, 461-48 

*W. C. Dunkman, ¢ itive Credit Control, New York, 1933, p. 112. 


Febru: 


Tot 


The 
of only oO 
of debit: 
afternoo; 
data, ho 
the day | 
been arr: 
facilitate 
* Leg 
Note: 
Sourc 


creditec 
Was use 
entries 


coinciden 


Neglected Component of Money Supply 515 


Inrra-AccouNT CLEARING IN A Business Firm’s Banx Account, Fesruary, 1938 
> 


Initial® Non-offset + 


initial 
Date Debits Credits Offset® Non-offset | balance 
(per cent) 

February 1 $ 437.50 $ 437.50] $ 591.37 73.98 

3 19.21 oo — 19.21 153.87 12.48 

4 6.14 — — 6.14 134.66 4.56 

5 197.55 | $1,000.00 | $ 197.55 128.52 — 

6° 

7 2,802.42 4,000.00 2,802.42 930.97 — 


8 4,931.79 | 3,500.00 | 3,500.00 | 1,431.79 | 2,128.55 67.27 


9 92.81 — — 92.81 696.76 13.32 
10 30.48 205.76 30.48 603.95 

11 284.60 284.60 779.23 36.52 
[> 

13° 

14 197 .90 513.52 197.90 494 .63 

16 465.22 465.22 810.25 57.42 
17 17.82 _ — 17.82 345 .03 5.16 
18 29.70 _ _ 29.70 327.21 9.08 
19 21.78 — _ 21.78 297.51 7.32 
20° 

465.66 | 3,000.00 465 .66 275.73 

22° 

23 4,288.03 | 5,000.00 | 4,288.03 — 2,810.07 — 


24 2,184.02 500.00 500.00 | 1,684.02 | 3,522.04 47.81 


25 636.57 _ — 636.57 | 1,838.02 34.63 

26 432.97 750.99 432.97 — 1,201.45 _ 

27° 

28 904.70 — _ 904.70 | 1,519.47 59.54 
Total 18,446.87 | 18,470.27 | 12,415.01 | 6,031.86 — _ 


* The offset data are inexact in so far as the computations are based on the assumption 
of only one posting at the end of each day, whereas this bank also conducts a morning posting 
of debits. Since there is no method of allocating check deposits between the morning and 
afternoon postings, the exact amount of offsetting cannot be determined. This defect in the 
data, however, is compensated to the extent that check deposits are distributed throughout 
the day in about the same proportions as checks received against the account. 

* Whereas bank records show the deposit balance as of the end of each day, the table has 
been arranged to show the balance as of the beginning of each working day. This procedure 
‘acilitates the computation of the percentage of the deposit balance utilized each day. 

Legal holiday. 


Note: A dash indicates a zero amount in the column for the day concerned. 

Source: Bank ledger. 
credited to the account. The deposit balance existing within the account 
Was used as a means of payment only on those days when current debit 
fntties exceeded current credit entries at the time of posting, as indicated 


“Note that intra-account clearing does not involve the unrealistic assumption of perfect 
coincidence of a firm’s payments and receipts. Checks posted as credit entries may have 
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by the non-offset column. The last column shows the percentage of the 
existing deposit balance that was utilized from day to day. 

Two facts are immediately obvious: not all check receipts become a part 
of the firm’s deposit balance; nor are all check payments made out of the 
firm’s deposit balance. A large part of the receipts and payments made 
through the account have no effect on or relation to the size of the balance 
existing within the account. Over two-thirds of the volume of checks drawn 
on and presented against the account during the month were offset at the 
time of posting by checks simultaneously credited to the account. On seven 
days out of the twenty days on which checks were debited to the account, 
the deposit balance existing within the account was not utilized at all as 4 
means of payment. The conclusion would seem to be that the checks which 
serve as Our main means of payment in this country are not necessarily 
based on deposit balances. 

The argument may arise, however, that intra-account clearing merel 
represents a certain degree of rapidity of transfer of deposit balances. It 
may be argued, for example, that even though debit and credit entries are 
posted simultaneously, the checks which are credited to the account repre- 
sent a momentary deposit balance which is instantaneously transferred. The 
weight of this argument must be judged in light of the following con- 
siderations. 

The argument neglects the distinction between a deposit and a deposi 
balance—a distinction obvious enough with reference to the computation 
of legal reserves, overdraft balances, etc. A deposit refers to money items 
presented for credit to a bank account, while a deposit balance refers to 
the excess of credit over debit entries existing within a bank account. On 
the basis of this distinction, there is no 4 priori reason for believing that 
every deposit to a bank account must become a deposit balance, even if only 
for a moment. As far as the bank posting process is concerned, it is imm:- 
terial whether debits or credits are first posted to a customer’s account. The 
important feature from the point of view of the money supply is the fact 
that one type of entry is offset by the other type during the posting process. 

Intra-account clearing differs in no important respect from inter-bank 
clearing; yet one would hesitate to describe the latter process as an instanta- 
neous transfer of balances. In inter-bank clearing, to be sure, the exchange 
of checks among banks accompanies the offsetting by each bank of checks 
received through the clearing house against checks presented to the clear 
ing house. In intra-account clearing, on the other hand, the exchange o! 
checks among the holders of bank accounts precedes the offsetting in each 
account of checks drawn on that account against checks deposited to that 


been received by the holder of the account at a date different from that on which the 
checks posted as debit entries were drawn. 

* Cf. J. W. Angell, “The Components of the Circular Velocity of Money,” Quart. Jom. 
of Econ., vol. LI (February, 1937) p. 232 ff. 
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account. Note, however, that in neither process is the exchange of checks 
necessarily mutual. Any bank which presents checks on other banks and 
receives checks on itself takes part in the inter-bank clearing process even 
if the checks which it presents are against one bank (or banks) and the 
checks which it receives are from an entirely different bank (or banks). It 
is the offsetting of debits and credits within a particular account that con- 
stitutes the essence both of inter-bank and intra-account clearing.* If inter- 
bank clearing can be considered a distinctive method of settling debts, 
intra-account clearing has every right to be considered in the same light. 

Granted the distinctive nature of the intra-account clearing of checks 
as a means of settling debts, the réle of deposit balances as a means of pay- 
ment must be viewed in a new light. Deposit balances are generally re- 
garded by monetary theorists as the source of all check payments.” Actually 
these balances are used to settle excesses of debit over credit entries which 
occur within bank accounts at the times of posting. From this point of view 
deposit balances as a means of payment merely supplement the clearing of 
checks. The more completely checks offset each other within bank accounts 
at the time of posting, the less need there is for deposit balances as a means 
of payment. 

A consideration of the process of inter-bank clearing indicates that banks 
are concerned only with clearing differences. Checks which a bank presents 
through the clearing house are considered legal claims against the funds of 
the banks on which those checks are drawn. If checks were merely claims 
against balances, one might expect that all checks presented through the 
clearing house would be debited at the federal reserve bank to the reserve 
accounts of the appropriate member banks. Actually, the reserve bank 
debits and credits the reserve accounts of its members only in accordance 
with the differences remaining after the inter-bank clearing process has 
been completed at the local clearing house. In the case of intra-account 
clearing, a bank does enter each debit and credit to a particular account, 
but only as a means of determining the new deposit balance. As far as the 
bank’s credit position is concerned, a daily statement from each customer 
of the net credit or debit balance resulting from his daily transactions would 
suffice. The volume of bank credit in the form of deposit balances thus ap- 
pears as a function of the clearing of checks which, particularly in the 
accounts of business firms, largely offset from day to day. 

The volume of checks outstanding in a community at any point of time 


‘Failure to appreciate this point has probably led monetary writers to overlook the 
immense scope of the bank clearing process. 
. We may think of the deposit as a kind of generating station or mother-ship for 
checks: and though it is a bad and foolish practice as a rule to create new names for 
common things, it may help us to bear this relation in mind and also to avoid some 
cumbrousness of phrasing, if we call a person’s deposit his checkery, because it is both 


a breeding-ground and a homing-place for checks, as a rookery is for rooks."’ D. H. Robert- 
son, Money, New York, 1929, p. 54. 
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might well exceed the total volume of existing deposit balances.* Such 
situation would simply imply that a sufficiently large percentage of the vol- 
ume of outstanding checks would offset within bank accounts at the next 
bank posting. The table shows that on February 5, 7, 8, 21 and 23, checks to 
be debited to the business firm’s account exceeded the deposit balance exist. 
ing within the account. The same situation might exist at the same time in 
the bank accounts of a large number of firms, the bulk of the debit entries 
being offset at the time of posting by simultaneous credit entries. Once the 
fact is fully appreciated that the size of deposit balance required by a firm 
as a means of payment on a given day is determined by the excess of debits 
over credits to its account at the time of posting, the possibility that out- 
standing checks may exceed existing deposit balances at any point of time 
is apparent. 

Furthermore, if all debit entries to a firm’s bank account over a period 
of time were offset at the times of posting by credit entries, the firm could 
increase its payments without the need of a deposit balance.° Differences 
in customary payment periods, of course, make such a situation very unlikely. 
Nevertheless, a substantial part of the increase in a firm’s expenditures 
over a period of time may be offset when charged to the firm’s account by 
simultaneous credit entries. The actual amount of offsetting will depend 
on such factors as the frequency of bank postings,’® the rate at which other 
firms and individuals are increasing their expenditures, the nature of the 
firm’s business (whether the technological conditions of production impose 
a long or short interval between an increase in expenditures and an in- 
crease in receipts), and the amount of commercial book credit available to 
the firm. The question then arises, “To what extent can the deposit balance 
that a firm requires as a means of payment, when debits to its account a 
the time of posting are not completely offset by simultaneous credits, be 
considered a limiting factor on a proposed increase in the firm’s expendi 
tures?” The answer to this question is of the greatest importance for any 
policy of monetary control based on regulation of the volume of deposit 
balances. 

Business-men through familiarity with the nature of their markets arc 
able to judge fairly accurately for short periods in the future the volume 
and distribution of their receipts; and, thus, are able to base current expen: 
ditures to a considerable extent on anticipated receipts which will be offs 

* Outstanding checks refer to those checks which have been drawn in boma fide payment 
of debts, but have not yet been credited to the accounts of those receiving the checks. 

* The increase in credits to one firm’s account would not imply a corresponding reduc 
tion of deposit balances the accounts of other firms or individuals, since their receipts 
might also be increasing 

* Since posting actually occurs at least once a day in all banks in this country, thos 


accounts through which check payments and receipts are occurring daily will show # 
larger ratio of checks cleared to checks drawn than less active accounts. 
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within their accounts at the times of posting by checks chargeable to their 
accounts. Only in so far as estimated future receipts will not be sufficient 
to offset estimated expenditures will existing deposit balances and pros- 
pective borrowing facilities at the banks limit a proposed increase in ex- 
penditures by a business firm.™* 

The monetary authorities, however, have no means of determining in 
advance the extent to which deposit balances will be required by business 
firms to supplement the clearing of checks as a means of settling debts. 
During the boom period of the business cycle when control is most likely 
to be invoked, simultaneous increases in expenditures on the part of many 
firms may proceed with a relatively insignificant use of deposit balances as 
a means of payment. The very growth in the volume of check transactions 
increases the probability that checks will offset within bank accounts at the 
times of posting.’* Greater continuity of a firm’s purchases and sales as a 
boom period develops will also increase the proportion of offsetting that 
occurs within its bank account. As a result, many firms will rely to an in- 
creasing extent on the clearing of checks within their bank accounts as a 
means of settling their debts. Thus a drastic monetary policy with respect 
to bank expansion of credit will most likely be required to insure a signifi- 
cant check on business activity during a boom period. 

Intra-account clearing raises certain problems of definition and method- 
ology for monetary theory. In view of this process the money supply can 
scarcely be identified with the stock of cash balances existing at a point of 
time. Cash-balance theorists would object to the inclusion of outstanding 
checks within the money supply on the grounds that checks merely repre- 
sent deposit balances in transit; and that, therefore, their inclusion in the 
supply of money would involve duplication. If checks were merely instru- 
ments for the transfer of deposit balances, their inclusion in the money 
supply would indeed involve duplication; but in so far as intra-account 
clearing occurs, checks become a distinct form of money, independent of 
deposit balances. Thus that portion of the volume of outstanding checks 
which will clear at future bank postings must be included along with the 
stock of cash balances in any realistic definition of the supply of money. 
Since that portion is not known until future bank postings, however, the 
magnitude of the total money supply at any point of time cannot be 
known.?8 

Furthermore, once checks are cleared within bank accounts they no 
longer can serve as a means of payment among individuals and business 

“Cash-balance theorists would include borrowing facilities at the banks among the 
factors affecting the rate of expenditure of cash balances. What these facilities really affect 
is the rate of check expenditures per period of time—expenditures to a large extent made 
independently of existing deposit balances. Cf. A. W. Marget, op. cit., p. 472 ff. 


mt P. Willis, The Theory and Practice of Central Banking, New York, 1936, p. 345. 
See J. W. Angell, op. cit., pp. 5-11. 
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firms. Thus, there is no precise distinction between the supply of money 
and the volume of money payments over a period of time. Part of the vol- 
ume of money payments consists of checks which due to the intra-account 
clearing process represent a distinct component of the money supply, but 
which end their existence as a means of payment once they have served 
in the particular transactions for which they were drawn. Any analysis, then, 
which treats the supply of money and the volume of money payments as 
determined to a large extent by different sets of forces is unsatisfactory." 
Increases in the volume of money expenditures will occur partly in the 
form of checks which will clear within bank accounts, and partly in the 
form of checks drawn in increased amounts against existing or newly 
created deposit balances. The forces which determine increases in the vol- 
ume of money expenditures automatically determine increases in the supply 
of money in the form of cleared checks. 

Obviously, the money supply cannot be safely treated as an independent 
variable, the magnitude of which is determined by the monetary authorities 
(including the banking system) .'® Business-men, and not the banks, create 
that part of our means of payment consisting of checks which clear within 
bank accounts. On highly organized markets like the stock exchange, traders 
can largely dispense with any form of money as a means of payment since 
debts are settled through a direct clearing of debits and credits within 


brokerage accounts. On less highly organized markets checks are the money 
medium through which debits are offset against credits within individual 
bank accounts. Only in so far as checks cannot be cleared are deposit bal- 
ances utilized as a means of payment. Any type of monetary theory which 
deals exclusively with the disposition of cash balances must, therefore, be 
considered highly unrealistic. 


CHARLES A. DICE 
PHILIP SCHAFFNER 
Ohio State University 
“Such a treatment is implicit in any analysis which accepts the “quantity equations’ 


as a methodological starting point 
* J. M. Keynes, op. cit., pp. 246-247. 
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THE RELATIONSHIP BETWEEN INCOME AND SAVINGS 
OF AMERICAN METROPOLITAN FAMILIES' 


The study of consumer purchases, undertaken by several agencies of the federal govern- 
ment in 1935-36, makes it possible to establish the relationship between yearly income and 
savings—or deficits—of native, white, non-relief families. In this analysis, use was made 
of the data for 8 cities with population over 100,000 in different regions of the United 
States. A skew hyperbola of the form 

=a+bX+ ¢/X, 
where X represents family income in thousands of dollars and y the amount of net change 
in assets and liabilities (Y) in per cent of family income, was found to be a very satisfactory 
simple mathematical expression for the sequences of scatter points between $500 and 
$20,000 of income. For higher income strata the curve type has to be modified. Table I 
contains some characteristics of several of the relationships obtained. The income elasticity 
of savings (n= a Y/aX + X/Y) is larger than 1 everywhere, but decreases if we move 
from the break-even point to an income of $10,000. Families with very low incomes do not 
manifest a fixed-minimum-of-existence policy. There is an astonishingly high degree of 
similarity between the average relationship found for metropolises and large cities in 
1935-36 and that obtained from the Brookings data in America’s Capacity to Consume. 
The percentage of aggregate family income saved was computed for different cities and its 
determinants analyzed. 
I 


The relationship between family income and savings represents an im- 
portant detail of the economic system. If we know this relationship, we are 
able to give more precise answers to questions arising in business-cycle 
analysis, analysis of consumers’ behavior and other branches of economic 
research. Until now, knowledge of this relationship has been rather un- 
satisfactory, because data were scarce, limited in scope and unrepresenta- 
tive. The study of consumer purchases, undertaken by several agencies of 
the federal government, has filled this gap, at least for the year 1935- 
36. In the following, we shall use the data obtained in this study to in- 
vestigate the relationship between yearly income and savings—or deficits 
—of native, white, non-relief, ‘‘normal” families living in large cities and 
metropolises.? 


“A preliminary draft of this paper was read before the annual meeting of the 
Econometric Society in Detroit, December, 1938. Table I corresponds to a mimeographed 
table distributed at this occasion. It has been found, however, that the figures on income 
elasticities of savings and deficits appearing in the former presentation were not exact 
enough, and that there were errors in the regression parameters computed for Chicago, Den- 
ver and the average of all metropolises and large cities. Table I gives the corrected figures. 

I am very much indebted to Dr. Faith M. Williams of the Bureau of Labor Statistics, 

Dr. Hildegarde Kneeland of the National Resources Committee, Washington, D.C., and to 
Professor A. D. H. Kaplan of the University of Denver for making unpublished material of 
the consumer purchases study available to me. They as well as several staff members of this 
investigation, in particular Miss M. Hartsough and Mr. G. Dantzig, gave me valuable 
advice in analyzing the material. Robert Moyer, student of Colorado College, gave technical 
assistance in the analysis of the data. 
“Large cities” have a population of 100,000 to 1,500,000, “metropolises” of more 
‘nan 1,500,000 inhabitants, according to the Census of 1930. The term “metropolitan 
families” is used here to designate families living in cities of more than 100,000 inhabitants. 
Normal” families include husband and wife with or without children. 
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II 


A series of charts shows how net savings—or net deficits—expressed as 
a percentage of total family income, vaty with annual incomes ranging 


PER CENT 
OF INCOME 
SAVED 


L 


INCOME PER YEAR IN DOLLARS 


CHART 1: Income-savings relationships for Atlanta (--—) and Omaha ( ). Scatter 
points pertaining to Atlanta (-) and Omaha (*). In this and the following charts each 
curve is drawn over the range of observations on which it is based. 
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CHART 2: Income-savings relationships for New York ( ), Chicago (----), 


Providence (....), Columbus (—-—), Atlanta (——-—) and for metropolises and large 
cities together ( ) 
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from $500 to $10,000 and more. In Chart 1, observed values and curves 
fitted to them are shown for the cities of Atlanta, Georgia, and Omaha, 
Nebraska.* Since the goodness of fit obtained for the different cities does 
not vary much (see below Table III), it was decided not to give the scat- 
ter points for other cities. Chart 2 represents the relationships obtained for 
the metropolises of New York and Chicago and four large cities: it also 
contains a curve showing the average income-savings relationships for 


40 


| 


CHART 3: Income-savings relationships for large cities (...), metropolises (---), 
metropolises and large cities together ( ). 


metropolises and large cities together. The latter curve is based on the 
weighted averages of the product moments computed for individual cities. 
Footnotes h-j of Table I indicate the weighting procedure. Chart 3 shows 
the average curves for large cities and metropolises separately and combined. 

For comparison the figures for non-farm families—in small as well as 
large cities—established by the Brookings Institution in America’s Ca- 
pacity to Consume have been treated the same way. The Brookings curve 
has been fitted to data for the income range from $0-$20,000 only, since 
the estimates of savings for higher incomes are very problematic. 

Before talking about the characteristics of the particular curves, I want 
to comment briefly on their general nature. After experimenting with dif- 
ferent types of curves (parabolas, exponential functions and hyperbolas) 
| found that a skew hyperbola of the formula: 


(1) 


* When reference is made to Omaha, we are talking of the twin cities of Omaha, Ne- 
braska, and Council Bluffs, Iowa. 
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constituted the most satisfactory simple mathematical expression for the 
various sequences of scatter points. (The symbols are explained in foot. 
note (a) of Table I.) Such curves generally gave a good fit to the data‘ 
and they have some other points in their favor: (1) at 0-income they show 
plus infinity for deficits as a per cent of income; (2) the income elasticity 
of savings is not necessarily constant, but can be so*; (3) the curves can be 
fitted by least squares. On the other hand, the fact that the curves may show 
higher savings than income (y > 100) at some finite amount of income 


constitutes a shortcoming 
PER CENT 


OF INCOME 
SAVED 


4 
10000 


INCOME PER YEAR IN DOLLARS 


CHART 4: Income-savings relationships for non-farm families 1918-1930. Brookings 
data (-——) and metropolitan families (large cities and metropolises) 1935-1936 (——). 


Absolute amounts of savings—and deficits—instead of percentages can 
easily be computed with the help of the formula: 


(2) Y (aX + bX? + ¢) /100, 


where a, b and ¢ are taken over from formula (1).* I preferred to fit the 
curves to the percentages of savings—and deficits—in order to give equil 


*It is only for New York that a slight systematic divergence between scatter points and 
curve appears. For this city the rate at which the tangent to the curve turns between $2,000 
and $3,000 of income is not high enough to make the curve follow the scatter perfectly. 

*It must however be noted that the income elasticity of savings can only be constaat 
over the whole income range at certain values: at 0, if 4 and & turn out zero; at |, 
if 6 and ¢ turn out zero; at 2, if ¢ and ¢ are zero. 


® Since income (X) was taken in thousands of dollars, Y represents the amount of 


savings or deficits in thousands of dollars. It is obvious from formula (2) tht — 


represents the theoretical amount of deficits in ($1,000) at an income of 0. 
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weights to equal proportions of income and not to equal dollar amounts 
saved. It is an empirical fact that the absolute variability of expenditures 
increases with income. I assumed the variability of the amount of savings 
to be proportional to the square of income. The scatter points have been 
weighted by the number of expenditure schedules completed in the re- 
spective income class. The Brookings data have not been weighted. 

The general picture which the curves show can be summarized as fol- 
lows: The low income classes show net deficits in all cities. But with in- 
creasing income the relative deficits diminish rapidly. At incomes between 
$1,500 and $2,750, the various curves reach the point where the families 
“break even.” If income rises further, the families show net savings; the 
percentage of income saved increases with income, but the rate of increase 
becomes smaller and smaller, first rapidly, then more slowly. Since savings 
as a per cent of income are increasing over the whole income range con- 
sidered, the absolute amount of savings must rise too, first slowly, then 
more rapidly. It must, however, be borne in mind that these statements 
are reliable only for the income range between $500 and $10,000. There 
is for each city only one observation between $10,000 and $20,000. 
Though the various curves fit these highest income points well, their ex- 
tension beyond $10,000 must be considered as much less reliable than the 
values they yield for incomes between $500 and $10,000. A simple extra- 
polation of the curves beyond an income of $20,000 must be considered as 
extremely venturesome. It can be shown that even before an income of 
$100,000 is attained, some of the curves show saving in excess of total 
income. This fact gives a sufficient warning to over-bold extrapolators; on 
the other hand, it should not deter us from using these curves for the in- 
come range where they appear wholly adequate. If we knew more about 
the savings from higher incomes than $20,000, we could allow for them 
in choosing the curve type. Since we do not know how rapidly the per- 
centage of income saved tends to become constant in the high income strata 
and where it starts falling again, there is not much use in looking for a 
curve sensible to changes in those unknown territories. For the very high 
incomes, a series of factors like taxes, donations, type and organization of 


business are likely to play an important réle in determining what the family 
budget shows as savings and as income. 


Ill 


Table I shows some characteristics of the 10 curves, v/z., their parameters, 
the income at the “break-even” point and at the point where savings repre- 
sent 2 per cent of income; the income elasticities of deficits and savings for 
various incomes and finally a measure of the degree to which families run- 


ning deficits seem to adopt and to maintain a fixed minimum-plane-of- 
living policy. 
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Let us first compare the curves for the 8 cities among themselves. While 
the New York families appear throughout to be the least thrifty, the rank 
of the most thrifty large city is not held by one city over the whole income 
range: it belongs to Atlanta between $500 and $1,000—where deficits are 
smallest in Atlanta—to Columbus between $1,000 and $9,500. Then the 
first rank in thriftiness returns to Atlanta. The income at the “break-even” 
point gives a further illustration of the ranking of the cities according to 
their thriftiness. Columbus families succeed earliest in breaking even; 
Omaha, Portland, Denver, Atlanta, Providence and Chicago follow at only 
slightly higher incomes, while families in New York need nearly $1,000 
more than in Columbus to balance incomes and expenditures. The ranking 
of the 8 cities at the ‘2 per cent savings” point is approximately the same 
—Atlanta and Chicago have exchanged their rank—but the range of in- 
comes is somewhat larger. 

At this stage of the analysis, we are not in a position to say much about 
the influences accounting for the intercity differences in thriftiness. Firs 
of all, several of these differences may not be statistically significant. In 
particular, the ranking of the cities except New York according to the in- 
comes at the “‘break-even” and “2 per cent’”’ points is possibly insignificant, 


I—Cuaracreristics oF INcOME-SAVING RELATIONSHIPS 


y=atbX+c = 
X 


PARAMETERS INCOME AT 


“Break-even”| “2% point” 
point in in 
$1,000 $1,000° 


(1) | @ (6) 


New York 

Chicago 

Providence, R.I. 

Columbus, Ohio 

Omaha, Neb. and Coun- 
cil Bluffs, Iowa 

Portland, Ore. 

Denver, Colo. 

Atlanta, Ga. 
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13.48 1.378 | —25.49 1.62 
37 1.609 | —17.26 1.58 
9 2.036 —20.26 1.31 
3.3 719 | —27.07 1.40 1 
).00 2.233 | —18.96 1.44 1 
69 1.988 —20.00 1.56 1 
3.133 | — 9.98 1.58 1 
9 493 | —26.59 1.83 2.10 
1 2.178 | —17.96 1.42 1.63 
1.60 1.415 | —21.17 1.54 1.75 
a 5.7 1.498 | —25.03 | 1.40 1.55 
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INCOME ELAsTicity! Degree of adoption 
of a fixed-mini- 
of deficits of savings mum-plane-of- 
at anincome of | atthe at an income of | living-policy at 
“2% | an income ofé 
$1,300 | point’ | $2,376° | $10,000} $650 $1,300 


(10) (11) (13) 


New York 28.34 47 42 
Chicago — 3. 3.33 .66 
Columbus, Ohio — 1. 2.47 72 
Omaha, Neb. and Coun- 

cil Bluffs, lowa —13.03 43 
Portland, Ore. — 9.41 .80 
Denver, Colo. — 4.79 .79 
Atlanta, Ga. P — 4.25 : .02 


2 metropolises® — 2.39 ‘ .48 
6 large cities! ‘ —10.32 | 8.2 : .80 
Metropolises and large 

cities! — 5.38 .69 


Brookings* ‘ — 1.31 | 10.22 2.60 


* y= Net change in assets and liabilities in per cent of total family income, during schedule 
year 1935-36, X =Total family income, per year, in $1,000. 

Source: Unpublished material of the Urban Study of Consumer Purchases, 1935-36, re- 
leased to the author by the Bureau of Labor Statistics. Native, white, non-relief families of all 
occupational groups and family types. 

In fitting the curves by the method of least squares, the observed values have been 
weighted by the number of expenditure schedules completed in the respective income class. 

» Where curve shows no change in assets and liabilities. (Computed.) 

° Where curve shows 2 per cent of income saved. (Read off from the curves.) The choice 
of this point is arbitrary except for the consideration that there should be a common point of 
departure in illustrating the variation of the income elasticity of savings in different cities. 

¢ At the income shown in column 6. 

* $2,376 is the average income of an American metropolitan family, as computed from 
data for metropolises and large cities in the National Resources Committee’s publication 
Consumer Incomes in the United States, 1938, Table 7, p. 23. 

‘ Per cent change in amount of savings—or deficits—if income increases by 1 per cent. 

® Decrease of deficits in dollars if income increases by $1.00. 

* Average representative of cities with population of 1,500,000 and over, computed from 
data for New York and Chicago. Weights: Number of native, white families in New York, 
and in Chicago, Detroit, Philadelphia together. (Source: Fifteenth Census of the United States: 
1930, vol. vi, Table 63.) 

' Average representative of cities with population of 100,000 to 1,500,000, computed from 
data for six large cities listed above. Weights: Number of native, white, non-relief, “normal” 
families in large cities of the respective region, according to a communication of the Na- 
tonal Resources Committee. 

_ | Average representative of cities with population of 100,000 and over. Weights: Number 
0! native, white, non-relief, “normal” families in each group of cities. Source as under ‘*, 

« This curve was fitted to the data published by the Brookings Institution in America’s 

Capacity to Consume, 1934, p. 261. Income range: $0-20,000. The figures are for non-farm 


‘amilies and are based on budget studies undertaken between 1918 and 1930. (Jéid., pp. 68, 
i2 and 79,) 
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But it seems probable that tests of significance will not cast any doubt on 
the position of New York with respect to each of the other cities. By means 
of an analysis of variance, we have tested the significance of the differen 
between the income-savings regressions for New York and Chicago. 


TaB_e II—AwnaALysis oF VARIANCE 


| Degrees of 
Source of variation Sum of squares et te Mean variance 


(1) Difference between regressions 
for New York and Chicago 159.54» 53.18 
(2) Residuals from regressions for 
New York and Chicago 118 .93¢ 4.96 


(3) Residuals from regressions for 
metropolises (New York and | 
Chicago combined) 278.474 N=27 


* For New York and Chicago we have 15 observations each. The regression equation 
contain 3 constants. 

b Computed as residual between rows 3 and 2. 

© Sum of squares of deviations of New York points from New York curve and of Chicago 
points from Chicago curve. 

4 Sum of squares of deviations of New York and Chicago points from average curve. 


The value of F turned out to be 10.72. The probability for so high a value 
of F being reached by chance is less than 1 per cent. 

As far as the intercity differences can be taken as sufficiently warranted, 
a series of explanatory factors may be advanced. Differences in cost of liv- 
ing, 7.e., in total expenditure for obtaining a certain level of well-being 
are bound to exert an influence. Second, if the choice of available goods i 
different, e.g., larger in New York than in any other of our cities, and if the 
preference system of people is not the same, as again is probably the as 
for a comparison between New York and the other cities, the amount of 
savings—or deficits—at a given income is likely to vary. The outstanding 
position of New York seems largely due to its different cost and “ampl 
tude” of living.’ Other influences may come from different composition 
of the population with respect to occupation and age, differences in tht 
weight of various family types, differences in the economic trend and levd 
of the particular cities, etc. Some of these factors are measurable, and its 
planned to analyze their influence in the future. 

There can be no doubt that among the factors influencing savings, t 
come is outstanding in importance. Table III gives the indexes of dete 


* According to the study of Margaret L. Stecker (Intercity Differences in Costs 9 
Living in March, 1935, 59 Cities, WPA, research monograph 12, Washington, 1937), & 
cost of a “maintenance level” budget for our 8 cities is highest in New York ($1,375), 
lowest in Columbus ($1,179) 
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mination, or the percentages of variance of savings explained by the in- 
come factor. 

The percentages of variance explained by income are high. It must, how- 
ever, be noted that they concern the variance of average savings per income 
class and not the variance of individual family returns. Within income 
classes, savings of individual families generally show higher variability 
than expenditures on groups of commodities like food, clothing, medical 
care, etc. In this study, no account could be taken of the variability 


Tasie I]]—Goopness or Fir or Curves 


p? 
New York | 
Chicago .97 
Providence .90 
Columbus .97 
Omaha .96 
Portland .96 
Denver .94 
Atlanta .95 
Brookings .99 


of savings within income classes, since it was not possible to analyze sev- 
etal hundreds of individual family returns per city. The above indexes of 


determination tell us only: if families are grouped in (14-15) income 
classes, the class average of the percentage of income saved can be so closely 
approximated by a simple function of income that little room is left for 
the action of other factors. 

Turning to the income elasticities of deficits, we find that at an income 
of $650, deficits are clearly inelastic with respect to income changes: If 
income increases by 1 per cent, deficits decrease by less than 1 per cent, in 
New York even less than Y4 per cent. For families of so low an income, 
the deficit is an inelastic item. If income rises, they are not willing to re- 
duce the deficit correspondingly but improve their plane of living; if in- 
come falls, they increase their deficits relatively less but reduce consump- 
tion strongly. They do not stick to a certain minimum plane of living, a 
fact which we shall have occasion to express still more clearly. At $1,300, 

eficits have become elastic. For most of the cities, we are now near the 
“break-even” point. Though the rate at which deficits decrease with rising 
income is still pretty slow, the elasticities turn out high, for in computing 
the elasticities those small decreases are related to tiny absolute amounts 
f deficits. The increasing income elasticity of deficits with rising income 
(and falling amounts of deficits) quite logically indicates that families find 
it the casier to eliminate a budget deficit the smaller it is. It might be said 
hat deficits are a “necessity” (1 < 1) for families with very low incomes, 
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but become a “luxury” ( > 1) if income approaches an amount sufficient 
for covering the desired level of consumption. 

The income elasticity of savings starts with high values, when we have 
crossed the “break-even” point. Savings appear as a “luxury.” For al 
cities, savings remain elastic until the upper end of our income scale, but 
the elasticity decreases with rising incomes. This confirms Mrs. Gilboy'; 
general findings. With the help of our income-savings functions, it is 
however possible now to follow this decrease in detail and to state that i 
is very rapid at the beginning, becomes slower the further we advance op 
the income scale, and finally stops altogether. The elasticity reaches a mini- 
mum and starts to increase slightly toward an asymptotic value of 2.° For 
some cities, the elasticity stops decreasing even before an income of $10,000 
is attained (e.g., for Columbus at $7,640) ; for others the minimum lies x 
higher incomes (e.g., New York, $16,260; Atlanta, $30,450). Thus the 
higher income rises, the less saving is considered as a “luxury.” But ove 
the whole of the income range covered, savings never become a “necessity’ 
in the sense that y < 1. The coefficient of elasticity tends to become stable 
at a value above 1. 

The total decrease in elasticity between the “2 per cent’’ savings point 
and $10,000 is largest in Omaha, least in Atlanta. At the average incom 
of an American metropolitan family ($2,376), the elasticity is highest in 
New York (shortly after the “break-even” point), Atlanta, and Chicago; 
lowest in Columbus, Omaha, and Portland. The ranking of the cities ac 
cording to the magnitude of the elasticities shifts pretty strongly from in- 
come point to income point, a fact which gives a sharp reflection of the 
slight changes of the curve pattern from city to city. 

In connection with the elasticity of deficits, we mentioned possibilities 
of testing whether people of low incomes stick effectively to a minimum 
plane of living, or not. It is easy to see that, if they did, a change in income 
would have to be compensated by an inverse change in deficits. Thus the 
rate of decrease of deficits with rising income would have to be 1 for th 
income range where families practise a fixed-minimum-of-existence policy.” 
Furthermore, if such a policy were practised all over the income rang 
where deficits prevail, the theoretical amount of deficit at an income of ( 
would have to equal the amount of income at the break-even point. 


*E. W. Gilboy, ‘The Propensity to Consume,” Quart. Jour. of Econ., Nov., 1938, 
120 ff. 

* This decline in the elasticity and the subsequent rise toward an asymptotic value of? 
are bound to appear in all cases where in fitting the curve we obtain positive values foré 
and 4, a negative one for ¢ 

* The rate of decrease of deficits discussed here is computed at (a + 2bX)/100. It shoul 


aX + 2bX° 
not be confused with the coefficient of elasticity, n = = , which indicates th 


aX+bX*+¢ 


ratio between per cent increases in Y and X. 
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The figures in columns 12 and 13 of Table I indicate the rates at which 
deficits decrease with rising income, or the gradients of the tangent to the 
“amount of savings-income”’ parabolas (equation 2) at two income levels, 
$650 and $1,300. These rates are throughout much less than 1. Nowhere, 
below the “break-even” point, can we find a fixed-minimum-of-existence 
policy existing; and if we go down from an income of $1,300 to $650 we 
even find a stronger deviation from such a behavior. The deviation is 
strongest in Atlanta, least in Omaha. 

Comparing the theoretical amounts of deficits at 0 income (¢/100) with 
incomes at the break-even point, we find that the latter exceed the former 
five to sixteen times. If Atlanta families, for instance, were able to main- 
tain a consumption expenditure of $1,580, however short their income might 
fall of this figure, their theoretical deficits at 0 income would have to be 
about sixteen times the $99.80 which the curve actually shows at this level. 
Among the reasons for this behavior we must count the limitation of avail- 
able accumulated funds to draw upon—we are in 1935-36—and the limi- 
tation of credit. These conditions are likely to have affected the situation of 
families with falling income. If, on the other hand, income rose, families 
seem to have preferred attaining—-or recovering—a higher level of con- 
sumption to reducing the deficit. 

The figures in columns 12 and 13 can also be interpreted as measures 
of the marginal propensity to save or, since we are in the region where net 
deficits prevail, the marginal propensity to reduce deficits. Since the fitted 
parabolas are convex upward, the marginal propensity to save increases 
with income. Using data limited to wage earners in three of our cities (New 
York, Portland, and Atlanta), Dr. Polak" came to the conclusion that 
“contrary to what is often thought there is no evidence at all of a higher 
marginal propensity to save .. . at a higher income.” 

This statement seems to be erroneous for all of the eight cities, if all 
occupational groups and family types are considered together. Even for 
the wage earner sample taken alone it could only be arrived at if undue 
weight were given to the lowest income class.?? 

In comparing the average curves for the metropolises and large cities, 
we find a somewhat reduced picture of the differences between New York 
and the seven other cities including the metropolis Chicago. The curve for 
the metropolises lies always under that of the large cities. In many res- 


pects the behavior of Chicago resembles the six large cities much more than 
New York. 


"J. J. Polak: “Fluctuations in United States Consumption, 1919-1932,” Rev. of 
Econ. Stat., Feb., 1939, page 7, note 1. 

“Data for this class, including families with yearly incomes between $500 and $750, 
must be interpreted with care. Metropolitan families with so low an income normally 
received relief of some kind in 1935-36, But information on savings and deficits was 


only — from non-relief families. These are likely to be exceptions for one reason 
or another. 
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Chart 5 shows the average income-savings relationship for metropolises 
and large cities together with the relationship between income and the in- 
come elasticities of savings. The average rate of decrease of the elasticity 
is 1.8 per $1,000 of income between incomes of $2,000 and $3,500, but 
only .6 between incomes of $3,500 and $10,000. It lies in the nature of 
this curve that the elasticity reaches a minimum at $9,300, starts again in- 
creasing and approaches asymptotically the value of 2." 


PER CENT 


10000 15000 


INCOME PER YEAR IN DOLLARS 


CHART 5: Income-savings relationship for metropolitan families (large cities and 
metropolises) ( ) and its elasticity function (—--). 


A comparison between our average curve for metropolises and large 
cities and the curve fitted to the Brookings data (Chart 4) shows a degree 
of similarity which may surprise some critics of the Brookings estimates. 
(It is true, that the criticism of the Brookings figures mainly concerned 
the high income brackets which are here omitted from consideration.) If 
our curve took account of middle-sized and small cities too, which are sup- 
posed to be covered by the Brookings figures for non-farm families, the 
degree of similarity might be even higher, because families in small cities 
tend to be more thrifty than those in large ones. Such as it is, the curve for 
1935-36 shows, at every income level between $500 and $20,000 lowet 
savings, or higher deficits, than the Brookings curve does. With decreasing 
income the difference becomes, however, smaller and vanishes near $500 
of income. 

While up to this point we have dealt exclusively with the variation of 


aX+2bX 
aXx+bX’+e 


% The formula of the elasticity is (3) n= 
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family savings under the influence of changing income, we are now going 
to examine briefly the aggregate net savings capacity, or the per cent of 
aggregate income saved, of metropolitan, native, white, non-relief fami- 
lies." 

Tas.e IV 


Aggregate net savings in per cent of 
aggregate income 


Cities (1) (2) (3) 


Col. (2) 
Income classes | All income 
up to $10,000 classes Col. (1) 


Providence New England 
Columbus North Central 
Portland Pacific 

Denver Mountain and plains 
Atlanta South 


Average of large cities (weighted by num- 
ber of native, white, non-relief, “normal” 
families in large cities of corresponding 
region) 


Metropolises North Central 
(New York, Chicago) 


Average of metropolises and large cities 
(weighted by number of native, white, 
non-relief, “‘normal”’ families in metro- 
polises and large cities in the U. S.) 6.2 15.6 2.5 


Table IV indicates for the different cities the per cent of aggregate in- 
come saved, in column (1) for incomes between 0 and $10,000, in col- 


“The per cent of aggregate income saved was computed in the following way. For each 
of the regions, frequencies and aggregate incomes of families per income class were used. 
Figures for the frequency distributions, by income level, and of the aggregate incomes 
received by native, white, non-relief, “normal” families in 1935-36 were furnished 
by the Consumption Research staff of the National Resources Committee. (These regional 
distributions are mainly based on samples obtained for the cities that are shown in Table 
IV, for which data on savings were available. For this reason we talk in the following 
about cities instead of “regions.” The procedure followed by the National Resources 
Committee in establishing income distributions for 1935-36, is described in its publica- 
tion Consumer Incomes in the United States, Washington, 1938.) 

From these data average incomes per income class were obtained. The corresponding 
percentages of savings per income class were computed with the help of our income- 
savings relationships for the respective cities. These percentages were applied against the 
aggregate incomes per income class in order to compute the aggregate savings per income 
class. The percentage of aggregate income saved was established by expressing the total 
of aggregate savings over all income classes in per cent of the corresponding total of ag- 
gregate incomes. 


_ An assumption underlying this procedure is that within a certain income class all 
families receive the average income. 


5.3 21.7 4.1 

9.3 22.2 2.4 

6.2 15.0 2.4 

5.5 11.2 2.0 

5.8 11.3 1.9 

7.4 18.1 2.4 
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umn (2) for incomes of all sizes. Taking the income and savings situation 
in these cities as representative for all large cities in the respective regions, 
we may conclude: For native, white, non-relief families including husband 
and wife with or without children and living in American cities of over 
100,000 inhabitants, net savings constituted 15.6 per cent of aggregate in- 
come in 1935-36; only 6.2 per cent, if families with higher incomes than 
$10,000 are omitted. 

As column (3) shows, the inclusion of the highest income class, 
‘$10,000 and more,”’ leads to aggregate savings percentages two to four 
times higher than those obtained for incomes smaller than $10,000 alone, 
The figures in column (2) must however be taken as less reliable than 
those in column (1): Only for incomes between $500 and about $15,000, 
were data on savings or deficits at our disposal. For these classes, aggregate 
savings could be obtained by interpolating on our income-savings curves. 
Extrapolation was necessary for the deficit families having smaller incomes 
than $500. Errors committed here are, however, not likely to affect the 
results significantly, because neither the number of families in these classes 
nor their incomes are important quantities. Errors of extrapolation are 
of greater importance for the highest income class which, in the different 
cities, furnished between 7 and 43 per cent of aggregate income. We have 
no data at our disposal allowing us definitely to determine the direction 
and numerical importance of the bias present in the percentages of column 
(2). It seems to the present writer that it is likely to be an xpward bias, be 
cause the savings percentages for incomes above $15,000 obtained by extra- 
polation of our income-savings curves are probably too high. (See above, 
Section IT.) 

Turning to an explanation of the percentages of aggregate income saved, 
we can enumerate three theoretical determinants: (1) the average income 
of the families; (2) the distribution of family incomes; and (3) the com- 
munity’s disposition to save. Table V gives statistical measures of these 
three determinants. 


TaBLE V—THREE DETERMINANTS OF THE PER CENT OF AGGREGATE INCOME SAVED 


(2) (3) 
Cities erage f Degree of income Income at the 
inequality R’ “‘break-even”’ point 


Providence 
Columbus 
Portland 
Denver 
Atlanta 


Metropolises 
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Column (1) shows that there exist considerable differences between fam- 
ilies’ average income in the metropolises and Providence on the one hand, 
Atlanta, Denver and Portland on the other hand. Columbus occupies a 
medium position. Column (2) indicates the degree of inequality of in- 
come distributions in the different cities or regions. As measure of the 
degree of inequality the coefficient of concentration R’ has been used, 
which is due to Corrado Gini.?* Its value indicates approximately the ‘‘aver- 
age relative inter-individual difference” between the various incomes. On 
the Lorenz chart the value of R’ corresponds to the ratio between the area 
limited by the diagonal and the Lorenz polygon and the area of the triangle 
between the diagonal and the axes. Again there appear perceptible differ- 
ences between our cities. Though the coefficient never approaches the limit- 
ing values of 0 (perfect equality) or 1 (perfect inequality), it shows much 
higher values for Providence and the metropolises than for Portland, Den- 
ver, and Atlanta. In Providence and the metropolises the higher income 
class furnishes particularly high percentages of aggregate income viz., 43 
per cent and 40 per cent, a fact which is also reflected by the figures in col- 
umn (3) of Table IV. Again Columbus occupies a medium position. 

The income at the “break-even” point may be considered as a compre- 
hensive and easily understandable though rather rough measure of the 
community’s disposition to save.* The higher it is, the lower is the com- 
munity’s disposition to save and vice versa. 

It would be possible to determine numerical relationship between the 
per cent of aggregate income saved and each of the three determinants by 
F multiple regression analysis. The small number of observations, however, 
led us to discard such a procedure. The results would not be safe enough." 
§ Therefore, it was decided to present only the ranking of our cities accord- 

ing to their aggregate savings percentage and the values of the three deter- 
minants. This is done in Table VI. 

Columbus owes its high aggregate savings percentage mainly to the high 
disposition to save among native, white families of this city. Providence and 
the metropolises, though having higher average incomes and a stronger 
. “C. Gini: Sulla Misura della Concentrazione e della Variabilita dei Caratteri, Atti 
del R. Istituto Veneto di Scienze, Lettere ed Arti, T. Ixxiii, parte 2, 1913-14, pp. 1203-48. 
In computing the values of R’ simplifications were used that were devised by L. Hersch 
(lectures in statistics at the University of Geneva, Switzerland). 

“To the extent that the savings- income curves are parallel, the roughness of this 
measure cannot be considered as serious for comparing the savings disposition from city 
to city. The curves are, however, not always parallel, and as chart 2 shows, the most 
serious deviation from this ideal situation occurs in comparing Atlanta with the rest 
& the cities. Taking income at the break-even point as a measure of the community's 


cisposition to save, we over-estimate Atlanta's disposition to save, as far as the medium 


classes are concerned, under-estimate it for the highest 3 classes. On the whole there appears 
to result an under-estimate. 


' “The author intends, however, to undertake this step in a wider analysis, covering 
dle-sized and small cities beside metropolises and large cities. 
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degree of income inequality, fall back behind Columbus, because the say. 
ings disposition of their families is lower. But the high rank of Providence 
and the metropolises according to the two income determinants obviously 
secures their lead over thriftier Denver and Atlanta. Portland’s handicap 
in income level and inequality obviously does not allow this city to outrank 
less thrifty Providence in capacity to save. 


TaBLeE VI—Ranxkinc oF CITIES® 


OVER ALL INCOME CLASSES 


Degree of 
income 
inequality R’ 


Cities Aggregate Average 
family 
income 


Disposition 
to save 


Columbus | 
Providence 

Portland 

Metropolises 

Atlanta | | 
Denver ( | 


® Rank 1 is given to the city with the Aighest aggregate savings percentage, average family 
income, degree of income inequality and disposition to save (#.¢., lowest income at “break. 
even” point). 


IV 


A final word may be said about what is included here in the concept, 
savings. Savings, or deficits, are the amount of ‘‘Net Change in Assets and 
Liabilities” established from the expenditure schedules of the Urban Stud) 
of Consumer Purchases. They comprise payments of life insurance pre- 
miums, insurance policies settled or surrendered, changes in savings and 
checking accounts and other assets, changes in indebtedness, etc., but do 
not include expenditures for automobiles, furnishings and other durable 
goods not used up during the schedule year. We may call the net change in 
assets and liabilities an estimate of the ‘Consumers’ Capacity to Save.” If 
we intend to measure the capital formation through consumers’ savings, 3 
series of corrections has to be applied to our figures. It has to be estab 
lished; first, whether the cost of insurance proper has been sufficiently 
eliminated; second, whether some families’ excess of expenditures for dura- 
ble consumer goods over their wear-out during the schedule year is suf- 
ficiently counterbalanced by the excess of wear-out over expenditures for 
such goods by other families in the corresponding income class. Thus, we 
may find out whether the consumers’ capacity to save equals or differs from 
the estimate. 

If we go from the consumers’ capacity to save to something which could 
be called consumers’ effective saving, we have to deduct from the formet 
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the cost of the various savings handling agencies, banks, insurance com- 
panies, etc. Finally, if we deduct the amounts of idle balances held by 
savers or savings handling agencies from consumers’ effective savings, we 
may obtain an estimate of capital formation through consumers’ savings. 

For the moment none of these checks and adjustments has been made, 
so that the relationships here discussed pertain only to an estimate of the 
consumers’ capacity to save. 

Another circumstance which should be borne in mind in using these 
relationships is that the data on which they are based, were obtained by a 
kind of snapshot of a moving reality. In order to be sure in telling whether 
an increase of a family’s income will raise its savings or decrease its deficits 
by about so and so much we should have a series of such snapshots for 
some groups of families. After learning how families really adjust their 
savings under the impact of changing income we could check the useful- 
ness of our income-savings relationships for the analysis of economic 
changes. In future budget studies, therefore, an effort should be made to 
obtain data on family income and savings for a series of schedule years. 

Horst MENDERSHAUSEN 
Cowles Commission for Research in Economics 
and 


Colorado College 
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ON THE ALLEGED DOUBLE TAXATION OF SAVINGS income 


income 
Article is a commentary on Professor Fisher's “The Double Taxation of Savings,” cent ta 
published in the March, 1939, Review. Central thesis of the article is that the alleged ad. “ 
vantage of a taxpayer under a spendings-tax system is illusory, and disappears as soon as and ‘‘s 
total government costs are maintained equal under both tax systems. The initial analysis con. My 
siders a uniform population of taxpayers all with the same income and the same taxes, and ment v 
shows that the taxpayer's “advantage” under the spendings tax is identified with increasing ery 
public debt and can never be realized by him. Subsequent analysis considers a non-uniform which 
population, shows that savers have extra savings at the expense of non-savers, and indicates submit 
that economic or political repercussions or both will surely destroy any temporary or appar- of A a 
ent “advantage” enjoyed by savers under a spendings tax. 
conced 
Professor Irving Fisher has advocated in a succession of articles a tax on simple 
spendings rather than on income, and contends that an income tax involves argum¢ 
double taxation of savings.’ In the Review article he asserts “there is mathe- means, 
matical proof” of such double taxation. I believe the contrary, and will now “doubl 
attempt to show wherein his indicated mathematical “proof” falls down, will ho 
and to show in particular that the taxpayer under Professor Fisher’s pto- fair-mii 
gram derives therefrom no real advantage over one who pays an income tax. assump 
now to 
1. Essential Factor of Government Cost 
The first point I shall discuss relates to what strikes me as a basic unfair- For 
ness in Mr. Fisher’s comparison between two hypothetical taxpayers. One, must lo 
whom I shall hereafter call A, is in a hypothetical state ‘‘New Jersey” having 2 Mr. 
an income tax; and the other, whom I shall call B, is in a hypothetical state fused, as 
“New York” having a spendings tax. The case is presented—and I think sale | 
it not unfair to assume that Mr. Fisher intended so to present it—as though cocaine 
these two taxpayers started out on an exactly equal footing, except that A taxpayer, 
lived under a less enlightened tax system than B. I propose now to show nate 
that they did not stand on the same footing, and that the comparison between a systen 
them as presented by Mr. Fisher is correspondingly unfair. * This 
The essential point is that Mr. Fisher's figures imply that A lived under wine 
ersona 
a more costly government than B. To develop this point effectively, | “T sh: 
shall begin by assuming that (i) each state—Mr. Fisher’s New Jersey and in quotati 
his New York—has the same population, and (ii) the population in each i ry 
state is uniform in that it is made up exclusively of taxpayers having at erred 
the start income and consumption in the amounts specified for A and B I furt 
by Mr. Fisher. Mr. Fisher will no doubt readily accede to assumption (i), i “5 $1 
but may emphatically object to assumption (ii). I shall meet this supposed nade 
objection later, when I show that abandoning assumption (ii) will not special ta 
damage the force of my argument. But in the beginning, to facilitate it sa 
luminating computations, I make both assumptions. than ro 
Mr. Fisher describes A and B as follows: each has in the initial yeat an sources th 
us to excl 


*“The Double Taxation of Savings,” this Review, March, 1939, pp. 16-33; and see ment, and 
also references cited therein taxes unde 
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income? of $1,125, and consumes $800. A pays a 20 per cent tax on his 
income, amounting to $225, and saves therefore $100. B pays a 20 pet 
cent tax on his amount segregated for personal use, amounting to $200, 
and “saves” $125.‘ 

My point now is that Mr. Fisher’s data inescapably imply that the govern- 
ment under which A lives has more revenue than the government under 
which B lives, 12 per cent more under the assumed numerical conditions.* I 
submit that this fact is a fundamental defect in Mr. Fisher’s comparison 
of A and B, by which he seeks to show B at an advantage over A. I gladly 
concede that, if we could secure a cut in governmental expenditures by the 
simple step of changing from an income tax to a spendings tax, no further 
argument ‘would be needed in support of Mr. Fisher's program. By all 
means, adopt the spendings tax, whether or not the income tax involves 
“double taxation” or any other alleged imperfections. But no practical man 
will hold that public expenses can be cut by any such simple device, and any 
fair-minded man should concede that we ought to compare A and B on the 


assumption that they live under equally costly governments. I propose 
now to do so. 


2. Case of the Uniform Population 


For this purpose, as is so often true in matters involving accounts, one 
must look at both sides of the transactions under study; we must examine 


*Mr. Fisher apparently has in mind what he talls “farned income’’—not to be con- 
fused, as he defines it, with the term as popularly used to mean income from personal 
services, or with the very special definition given by current federal revenue acts in allow- 
ing a deduction for the reckoning of normal tax. Mr. Fisher's * ‘earned income’ seems to 
mean the income—the year’s accretion—from an existing savings fund or investment of the 
taxpayer. So far as the argument is concerned, it might as well be a salary. Either source of 
the $1,125, or a combination of such sources, is acceptable in my argument; the essential 
point for his argument and for mine ‘is that the $1,125 would be taxed under an “income” 
tax system. 

* This is stated differently by Mr. Fisher; but I think there can be no question that A, or 
B, each “spends” $800 of the $1,000 which Mr. Fisher says is segregated “for immediate 
personal use.”’ Another implication of his terminology will, however, be noted below. 

“I shall in general hereafter refrain from putting the word save, in its various forms, 
in quotations whenever I speak of B as the saver; but I here remark that a central point of 
my argument will be that B does of truly save all of the $125 or of the successive install- 
ments of interest thereon as reckoned by Mr, Fisher, and I condescend to use his term 
without quotation marks only to avoid complicating the text. 

I further remark at this point that the tax which Mr. Fisher describes as 20 per cent 
on B's $1,000 might in practice have to be levied against the actual spendings ($800) for 
direct consumption by B and would then read 25 per cent. B’s tax burden would be un- 
changed, it would merely be a question of administrative convenience; and Mr. Fisher's 
—_ tax form for his spendings tax can provide fwr a reckoning on the 20 per cent 
asis. 

* This of course negiects the possibility that each government has other sources of revenue 
than the taxes under discussion, and that A’s government has less revenue from such other 
sources than B’s government; but I suspect Mr. Fisher will concede that fairness requires 
us to exclude this possibility of a differential (in other revenue) favorable to B's govern- 
ment, and the easiest way to do so is to regard all government revenue as coming from the 
taxes under examination. 
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the government’s records as well as the citizen’s records. Certain notations 
will be helpful: A’s government is Ga, B’s government is Gb, the initial 
year about which we have thus far been talking is Year O, successive years 
are numbered serially. Furthermore, we shall assume that the earned jp. 
come of each citizen in Year O comes entirely from investments, such earp- 
ings being at the rate of 5 per cent, and the capital fund at the beginning of 
Year O being therefore $22,500 for each taxpayer.® Finally, we assume a 
uniform rate of interest, on all the investments, fixed over time at 5 per cent, 
the figure used by Mr. Fisher. I do not here go into the intricate question 


TABLE I—FINANCIAL STATEMENTS FOR THE CITIZENS AND THEIR GOVERNMENTS 
(per Capita Basis) In YEAR O 


A | B B’ 
Investments, Jan. 1 $22,500 $22,500 $22 , 500 
Income (5%) 1,125 1,125 1,125 
Spent for consumption 800 800 800 
Taxes! 225 200 225 
Savings 125 100 
Investments, Dec. 31 22 ,600 | 22,625 22,600 
1Tax base 1,125 | 1,000 1,025 

Rate (% 20 20 21.95 

Ga Gb Gb’ 
Debt, Jan. 1 $ 0 | $ 0 $ 0 
Revenues 225 200 225 
Expenditures 225 225 225 
Deficit 0 25 0 
Debt, Dec. 31 0 | 25 0 


as to the probable effects of the alternative fiscal policies upon the rate of 
interest, but we merely note that this assumption is somewhat unreal and 
may falsify somewhat the computed comparison between A and B. 

For Year O, we can now present (Table I) the essential balance-sheet 
and income-account items (all government figures being on a per capita— 
really, per taxpayer—basis). The first two columns report the accounts 
as already discussed, and the third column will be explained presently. As 
already emphasized, fairness as between A and B requires us to assume 
that governmental costs per capita are the same for Ga and Gb; and! 
have taken them at $225, which just balances the budget of Ga." 


*If the earned income were from personal services, such as salaries, certain changes 
in the balance-sheet figures of my tables would be needed; but the force of my argument 
would in no sense be altered. I shall wish later, however, to give limited attention to the 
salary case for a specific part of the discussion. 

*Some other level of expenditure could, of course, be assumed; but the resulting 
computations would become unavoidably more intricate without in any way altering the 


conclusions. Likewise we could assume that the governments were already in debt (or hid 
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What do we find? B’s extra “savings” of $25 are exactly matched by 
Gb’s new debt of $25! Faced with this outcome, B may have the courage 
and foresight to demand that his legislature levy additional taxes to bal- 
ance the budget—we shall then call him B’. Such taxes will of course be 
levied on his spendings—he will be too proud to suffer a levy against his 
savings,” for that would be double taxation. Hence the rate of the spend- 
ings tax must go up, from 20 per cent to 21.95 (approximately) .* The 
accounts ate shown in the third column with headings designated by 
primes. B’ now pays the same tax as A, and has the same savings, $100. 
Financially, he is in precisely the same situation as A at the end of Year 
QO; psychologically, he can still enjoy the knowledge that his taxes are 
“on” his spendings. 

The reader may suggest one more alternative by which B can keep his 
$125 of savings and still have a government with a balanced budget. This 
is for him to cut his personal expenses to $775, but this is ruled out be- 
cause we are keeping A and B on a par in respect of their consumption.® 

We can now pass on to the developments of immediately ensuing years, 
as shown in Table II. I no longer show the figures for the B’ case, the 
case in which B endures additional tax in order to balance Gb’s budget. 
In that case, B’ in every year pays taxes on a somewhat higher base ($1,025 
instead of $1,000) and at a somewhat higher rate (21.95 instead of 20) 


| than he otherwise would, but in all other respects his figures in each year 


are like those of A, not those of B, and his government's figures are like 
those of Ga, mot those of Gb. But the real B, who in Year O “saves” 
$25 extra and whose government runs a deficit, is compared with A in 
Table ITI. 

For this purpose, I find it convenient to make a somewhat different 
assumption concerning the course of ordinary public expenditures (ex- 
cluding interest on the public debt) than is implied in Mr. Fisher's 
numerical illustrations. His illustration shows A’s taxable income—the 
original $1,125 annually plus the interest on his new increments of savings 
—tising in each year; and with Mr. Fisher’s assumed steady tax rate of 
20 per cent on income, this implies a rising amount of taxes, with which 
—on the assumption that we just keep Ga’s budget balanced—there would 
be a rise in ordinary government expenses for Ga. I find it convenient, for 


a surplus) at the beginning of Year O, but this is avoided for the same reason. Obviously, 
fairness suggests that we assume the government debt situation identical for Ga and Gb at 
the beginning; although my analysis will show that, if Mr. Fisher's tax program already 


| had been in force, Gb would be more deeply in debt than Ga. 


"This rate is calculated on the base as used by Mr. Fisher—the actual spendings plus the 
tax itself. If it were calculated on the spendings as base (see footnote 4), the rate would 
have been raised from 25 per cent to 28.13 (approximately). 

“I shall, however, at a later point consider this aspect of the matter—B’s foregoing 
some of his direct personal consumption in order to pay for government. 
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the calculations, to assume rather that ordinary public expenses remain 
fixed at $225 in each year. This implies successive annual reductions in 
A’s tax rate, as shown in the table, because his tax base rises successively, 
One other assumption is made: that the public treasury pays the same 
interest rate as A and B earn on their investments, 5 per cent. Consider. 
tion of the effect of relaxing this assumption—for example, by letting the 
Treasury borrow more cheaply than private debtors—is taken up below, 

We have then the picture for Year 1. A’s tax rate is lowered; but he 


TaBLe IJ]—FInANCIAL STATEMENTS FOR YEARS 1 AND 2 


Year 2 


B 
Investments, Jan. 1 7 $22 , 756.25 
Income (5%) 1,13 1,137.81 
Spent for consumption . 8 

Taxes! 

Savings 
Investments, Dec. 31 », 705 | (22,885. 


1Tax base ’ | 1,135 
Rate (%) 19. 


Debt, Jan. 1 

Revenues 

Expenditures: 
Ordinary 
Interest 
Total 

Deficit 

Debt, Dec. 3 


pays the same amount as before in taxes, $225. B’s tax rate remains fixed; 
and he pays the same amount as before in taxes, $200. B “‘saves” $26.25 
more than A, and this is precisely the amount by which B’s government 
goes further into debt. Likewise in Year 2, B saves $27.56 more than 
A, and Gb goes further into debt by precisely that amount. Moreover, 
at the end of each year the total public debt of Gb exactly equals the 
excess of B’s investments over A’s investments. And this will continue to 
be true for every year, as far into the future as we care to extend the 
computations. B’s ‘‘advantage’’ over A is precisely, and nothing else & 
cept, the amount (per capita) of B’s government’s debt. Perhaps we 


” The analysis can be worked out on a plan which keeps A’s tax rate at 20 
per cent, and allows ordin government expenses to rise. The only material result 1s © 
increase the speed with which Gb goes into debt. So far as my argument is concerned, 
matters not which basis is or whether we use any other assumed basis for ordinay 


public expenditures, pro’ ly we make them identical for Ga and Gb. 
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could have seen this without all the arithmetic; but, if Mr. Fisher saw it, 
he failed to bring it to our notice. 

We need only one more step in this part of the argument. Suppose Gb 
finances its deficits by selling bonds to its citizens, and that each citizen 
takes up his exact share of such bonds."* At the end of any year whatever 
B now has his investments in two parts: a part just equal to A’s investments 
and a part equal to B’s share in Gb’s debt. The first part of B’s holdings, 
and all of A’s, are in non-governmental securities. The second part of 
B's holdings—his excess, or “advantage,” over A—is in the bonds of Gb. 

Has this second part of B’s investments any value to him? He can 
never derive any income from it—unless and until he is willing to suffer 
an increase in taxes which, though they may be /evied upon his spendings, 
will surely fa// upon his savings. Every year, though the Treasury bonds 
contract to pay him an income, he has no control over or enjoyment of 
that income. He must accept in its stead new Treasury bonds, at the same 
time that he is also accepting new Treasury bonds for the extra $25 of 
his “savings” in the then current year. B can never realize on the prin- 
cipal of the bonds through their being paid off at maturity; if indeed they 
have a maturity, Gb has no recourse except to substitute at maturity new 
bonds for the old. B cannot sell the Treasury bonds to any intelligent 
purchaser without entering into a contract with such purchaser to tax 
himself so that the purchaser can actually realize some cold cash income 
from the bonds. B can, and must, hold the bonds to the end of his days 
without ever having true possession either of the principal or the interest; 
and he can then pass them on to his heirs, subject to the same nullifying 
restrictions. B has in these bonds nothing but a paper asset which is totally 
worthless, because it can “yield” nothing except as he himself pays the 
said yield—dollar for dollar—out of his own pocket through additional 
taxes. Such additional taxes will exactly cancel the “yield’’ of the bonds, 
and B will remain as before: he gets mo income from the bonds.’? Like- 


“How else finance Gb’s deficit than by selling obligations to its citizens? No “out- 
sider,” foreign or otherwise, will intelligently buy such bonds so long as he knows that 
B is unwilling to be taxed to pay interest thereon and that the bondholder must therefore 
take his interest in the form of new bonds. One other recourse is possible: Gb, which may 
have control over its banking system, may force the banks to buy bonds—“‘force” because no 
bank will voluntarily buy an asset the “yield” of which is to be paid in new obligations. 
On bank purchases of the bonds, I comment only to say they may spell inflation and all that 
it means for B’s investments, unless we visualize the banking system as acting merely as 
an investing agent for B in which case the argument in the text applies. 

“ We now see the implications of a possible lower rate of interest on Treasury bonds 
than on other investments. Even if the Treasury can issue bonds at less than 5 per cent, no 
favorable consequence ensues for B—he does not thereby become able to realize on the inter- 
est coupon except by taxing himself to the full amount thereof. Moreover, as he holds the 
bonds, it is still true that the government deficit each year exactly equals B’s extra “savings.” 
83 no longer earns 5 per cent on all his investments, but something less. Furthermore, the 


Treasury cannot sell its low-rate bonds to somebody other than B, for reasons stated in 
the text. 
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wise, if Gb retires and pays off some or all of the bonds through new 
taxes, B pays precisely the same money in the new taxes as he receives 
for his called bonds. He can in truth never realize upon either principal 
or interest from the bonds, and might as well never have possessed them, 

The cold-blooded fact is that B never truly saved that extra $25 back 
in Year O, and similar amounts in succeeding years. He consumed that 
$25 of his income in the form of government, just as he consumed the 
other $200 of government, which consumption was financed by a tax 
on his spendings. Here, we may remark, is a significant implication of the 
base ($1,000) for Mr. Fisher's spending tax (see footnote 4): that base 
does include B’s direct personal consumption ($800) and also $200 of 
government which he consumes. But it fails to include the other $25 
which he consumes (on the other hand, the spending-tax base of BY, in 
Table I, does include all the government consumed by B’).’* B, like the 
citizens of every other nation who consume more government in any one 
year than they can or will finance out of their current incomes, is suffering 
under a dreadful delusion if he thinks such excess consumption of govern- 
ment constitutes ‘‘savings’’ to himself. 

Where then is B’s ‘advantage’ over A? And is A a victim of “double” 
taxation? 

3. Case of a Non-Uniform Population 


My analysis thus far has rested upon a highly artificial assumption, that 
the population is uniform in that all its members are exactly like the 
typical B. Mr. Fisher may contend that in a real population, with varying 
economic circumstances among its members and varying proportions saved 
from their respective incomes, there need be no such plunge into govern- 
ment debt as I have described. He may contend that the very purpose of 
his tax program is to shift the tax burden from savers to non-savers—o 
perhaps he will insist on saying from saved income to spent income, but 
this is immaterial as my argument will be on this second basis. I now 
consider a much more realistic case—of a population composed of men: 
bers with varying ratios between savings and income; and, although nv- 
merical analysis is possible only if I choose a special case, I submit that my 
case is sufficiently general to meet the objection effectively. 


* Objection may be raised against my term “consumption” of government, but I am 
confident the term is appropriate. The only objection worthy of consideration is that some 
government expenditures are for so-called “investment.” I shall not here comment upon 
the tiresome arguments by which many and various particular government expenditures att 
dignified by calling them investments. Some public expenditures may exist which are true 
investments in that they afford a return which becomes tangible as revenue to the public 
Treasury. With respect to these admitted cases, I merely assert that fairness in comparing A 
and B requires us to assume Ga has as much revenue from productive investments of this 
sort as Gb. That being assumed, my comparison between A and B stands, The further 
possible objection to my term consumption, that in a non-uniform population savers might 
consume less government than non-savers, will be discussed below. 
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I might assume the population to be made up of adults as follows: 10 
spend 20 per cent more than their incomes, 20 spend their incomes in full, 
40 spend 90 per cent of their incomes, 20 spend 70 per cent of their 
incomes, 5 spend 50 per cent of their incomes, 4 spend 10 per cent of 
their incomes, and 1 has income but lives as a “dependent” without 
spending.” But I think all readers will agree that this is unnecessarily 
realistic, and that sufficient non-uniformity for testing the basic point at 
issue can be achieved by assuming a less complicated case. Readers will 
thank me for sparing them unnecessary arithmetic; and I have perfect 
faith that any reader who wants to indulge in the more intricate computa- 
tions, and will apply a parallel analysis to a more complicated popula- 
tion, will reach the same conclusions as I do about the basic issue. I 
therefore assume the following population: 40 spend their incomes in full, 
50 save 10 per cent of their incomes, 10 save 183 per cent of their in- 
comes; and citizens in these three groups will be called X, Y, and Z, 
respectively. The assumptions are for Year O, and the ratios—0, 10, and 
1834 per cent—for savings are after an income tax which supports a 
government costing $400 per citizen in Year O. 

I further assume that the government budget is to be balanced in Year 
O, even after a change in tax system. I suspect Mr. Fisher may welcome 
this assumption, in view of my Section 2; and, in any case, the reader 
will find that failure to balance the budget with the new tax system— 
whereas it is balanced under the old (income) tax system—will reinforce 
my conclusions. Under the old tax system, the Year O accounts appear as 
in the top section of Table III. We continue to use the symbol a to desig- 
nate taxation under the old system, and shall use 5 to indicate the situa- 
tion under a spendings tax. The account for the government is not shown; 
it includes merely revenues of $40,000 and expenditures in the same 
amount. 

The reader will observe that no balance-sheet figures are included. I 
am no longer treating the income of taxpayers as coming from an existing 
investment fund—it may come in that way, or part or all of it may come 
from wages and salaries, so far as the analysis is concerned. Finally I 
have assumed lack of uniformity in income, as well as in percentage of 
income saved, for this in line with real conditions in actual populations.’ 

We suppose now that, for the existing income tax, a spendings tax is 
substituted in Year O; and we remember that we are arranging to maintain 

“This final “dependent” class does not of course include the great mass of dependent 
minors existing in a real population and generally having no income. I leave them out by 


speaking only of an adult population, which seems to me not unfair, as we are interested in 
a population of actual or potential taxpayers. 

“The analysis can, however, be tested on the assumption that each of the 100 tax- 
payers gets the same income—or on any other assumption as to size distribution of income— 
ind the results may differ numerically from mine but will nevertheless point in the same 
cirection and lead inexorably to the same conclusion. 
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a balanced government budget. The accounts on this new tax basis are 
shown in the lower section of Table III (here the various items are 
rounded to the nearest dollar, as presented but not as calculated). I note 
that the tax rate is figured on the tax base used by Mr. Fisher—the actual 
spendings plus the tax.” 

What do we find under the new tax system? An actual increase in 
savings, with corresponding decrease in taxes, for 10 citizens Z. A smal] 


dget. 


TaBLeE I1J—Year O Accounts ror A Non-Un1ForM PoPpuLaTION 


Individuals Aggregate 

Xi Ya Za Xa | Ya | Za 
Income $1,000 $4,000 $16,000 $40,000 |$200,000 |$160,000 |$400,000 
Spent for cons umption 900 | 3,200 | 11,400 | 36,000 | 160,000 | 114,000 | 310,00 
Taxes! 100 400 1,600 | 4,000 20,000 | 16,000 | 40,000 
Savings 1) 400 3,000 0 20 ,000 | 30,000 | 50,00 
1Tax base 1,000 | 4,000 | 16,000 | 40,000 | 200,000 | 160,000 | 400,00 
Rate (%) 10 10 10 | 10 10 10 10 
xb | Yb | Zb | Xb | Yb Zb | Total 
Income $1,000 $4,000 |$16,000 |$40,000 |$200,000 |$160,000 |$400,00 
Spent for consumption 900 | 3,200 | 11,400 | 36,000 | 160,000 | 114,000 | 310,00 
Ta xes? 116 413 1,471 | 4,645 20,645 14,710 40,000 
Savings l 387 3,129 | —645 19,355 31,290 | 50,000 
2Tax base 1,016 | 3,613 | 12,871 | 40,645 | 180,645 | 128,710 | 350,000 
Rate 11.43 | 11.43 | 11.43 | 11.43 | 11.43 11.43 11.43 
decrease in savings, and corresponding increase in taxes, for 50 citizens 


Y. Negative savings, incident to an increase in taxes, for 40 citizens X. 
The whole society saves just as before, $50,000. But Z gets new savings, 
secured through reducing Y’s savings, and forcing X into debt (or into 
drawing on his accumulation of savings before Year O). 

If we were to follow this into the future, always keeping the govern- 
ment budget balanced, the disparity would become progressively worse— 
and at an accelerating pace because of the operation of compound interest 
and of the annuity principle involved in the successive annual installments 
of savings shifted to Z. X goes into deeper and deeper debt, Y has successive 


* The rate as stated r cent (approximately )—-would stand as 12.90 (approx: 
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annual savings which increase with painful slowness,"* Z waxes ever fatter 


on what he withdraws from the others. 

What are the consequences to Z? First is the political fact that, even 
if X and Y—the majority of the population in a nation which presum- 
ably professes to enjoy democratic government—consented to the arrange- 
ment in Year O and for some years thereafter, the worm would turn; and 
Z would sooner or later be taxed in deadly earnest on his ‘‘extra’’ savings 
or the “yield’”’ thereof or both.** Second is the economic fact that such a 
forcing of debt upon many citizens and withdrawal of their savings from 
many others would inevitably upset the nation’s economy to the great 
disadvantage of Z who is above all an investor. Does Z derive any ‘‘ad- 
vantage” from a tax system which produces these results? 

Mr. Fisher may urge that I am unfair in assuming that Y will take the 
new taxes out of savings, and that X will take them out of prior savings 
or out of borrowings. Should not Y and X cut living expenses, the former 
to maintain his savings at the previous rate, the latter to avoid borrowing? 
Such an operation implies a cut in consumption for X and Y, and hence 
for the whole nation.’® In this case total national saving will indeed be 
increased—"‘encouraged”’ by the new tax system. 

The political and economic implications will be in the same direction 
as those already mentioned, though they may take different specific forms 
and different intervals of development. X and Y will sooner or later insist, 
or irresistible economic events will bring it about, that Z be given the 
burdens he avoided in Year O. Z’s whole experience with the tax system 
will leave him with no advantage, and may do him vastly more harm than 
would just offset his supposed gains. 

Again, I pose my questions. Does B have an “advantage’’ over A? 
And is A the victim of ‘double’ taxation? 


The foregoing argument has been directed to Mr. Fisher's purported 
mathematical proof, and I have sought to show that he cannot prove 


"Strictly, with the tax rate, interest rate, and initial income for Y as assumed, Y will 
have this experience and will continue to accumulate savings ($389.07 in Year 1 instead 
of $387). But, with a slightly higher tax rate, or slightly lower interest rate, or for a Y 
with income slightly lower than $4,000, we should find Y’s savings smaller in Year 1 than 
in Year O, and successively smaller until he also would begin to draw down previous 
savings and ultimately go into debt. 

“In the whirl of political reprisal, it will help Z none to contend that X and Y were 
the chief “consumers” of government, that their actual taxes on spendings reflected their 
share in the total consumption of government. Even if he adduces facts with respect to 
particular public expenditures, arguments will be brought forward concerning his stake in 
the maintenance of stable government even, by relief and other hand-out expenditures. And 
an indignant populace cares naught for facts in any case. 

"This means the tax rate must be raised, for Z as well as the others; but I shall not 
develop this point. 
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double taxation by arithmetic, and to show also that a taxpayer under , 
spendings tax has no long-run advantage over one under an income tax 
The basic theoretical question as to the existence of double taxation 
seems to me not answerable on arithmetic grounds. It is perhaps not unfair 
to say that the whole matter depends upon definition, and its bearing upon 
a tax program falls little short of question begging. Whether double tax: 
tion exists is a question of whether discrimination against savefs exists 
Proponents of a spendings tax may insist that such discrimination dog 
exist under an income tax; but may not proponents of an income ta 
equally contend that discrimination against non-savers exists under a spend- 
ings tax? 
W.. L. Crum 


Harvard University 
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COMMUNICATIONS 


A Further Note on the Double Taxation of Savings’ 


Similar to previous formulations of the argument by J. S. Mill, Professor 
Pigou and others, Professor Fisher's recent case for the exemption of saving 
outlays from the income tax base rests on the charge of double taxation.? Before 
defending the income tax against this charge we note that the case for or 
against the inclusion of savings cannot be decided on the ground of equity 
considerations only. If a heavier tax incidence on savings should be desired on 
erounds of policy considerations, double taxation, though perhaps disadvan- 
tageous from the equity point of view, would become advantageous and estab- 
lish a case for rather than against the retention of a broader income tax base. 

“Double taxation,” an ambiguous and easily abused term, may, for present 
purposes, be defined as taxation whose incidence results in an unintentionally 
discriminatory burden. The point of issue is whether the general income tax 
involves a hidden discrimination against income from saving or whether, on the 
contrary, Professor Fisher’s spending tax results in an analogous discrimination 
in favor of saved incomes. 

We first consider the problem under the assumption of equal incomes and 
equal saving-spending habits of the various income receivers. A given per- 
centage tax on all income will yield more revenue and hence impose a heavier 
tax burden upon the — than a similar percentage tax on incomes after 
the deduction of savings. A double taxation problem, in the sense of inter- 
individual discrimination does not arise in this instance, due to the assumptions 
of equal incomes and saving-spending habits. As applied to different types of 
income the double taxation issue still exists but may be dealt with under the 
next set of assumptions. 

We secondly assume equal incomes but varying saving-consumption ratios for 
various income receivers.* Now compare a case A where we have a general 
income tax, with a case B, where we have a spending tax yielding the same total 
revenue. Under B the “savers” (people who save and invest a large part of 
their income) are better off, relative to the “spenders’’ (people who consume a 
large part of their income) than they would be under A. While this is true, it 
fails to prove that under A the savers are the victims of undue double taxation. 
The existence or non-existence of double taxation is, we believe, a theoretical 
problem, not a matter of arithmetical proof or disproof. The following points 
are made in support of the contention that no double taxation prevails: 

(a) The original income received and taxed in period I is, after its invest- 
ment, crystallized in the invested capital sum. At any later date it may be with- 
drawn and transformed into consumption income without suffering a second 
tax deduction. The original income is thus taxed but once, whether or not con- 
sumption has been delayed. This holds no matter whether the income is taxed 
before investment or, as Professor Fisher suggests, the tax is imposed after 
disinvestment has occurred. 


‘The argument presented in this note has in part been stated previously by C. W. 
Guillebaud in “Income Tax and Double Taxation,” Econ. Jour., September, 1935, and 
later by H. C, Simons in Personal Income Taxation, pp. 89 ff. In view of Professor Fisher's 


, Fisher, “Double Taxation of Savings,” Am. Econ. Rev., March, 1939. 

A third set of assumptions of unequal incomes and varying income-saving ratios may 
distinguished. The discussion of this case is omitted since it is analogous to the above 
‘reatment under the second set of assumptions. 
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(b) As distinct from the original income which at any time may be recoy. 
ered tax-free by way of disinvestment, the income from investment accrued dur. 
ing period II constitutes a new and additional income. Notwithstanding the 


merits of Professor Fisher's income concept for purposes of general theory, we teg! 
find no necessity to use the same income concept for all purposes. The inves. ture 
ment of the original income is made and found profitable rom the point of Zeu 
view of time preference, in anticipation of the met interest return. From the am( 
individual’s point of view—and this is the relevant factor if we consider his bet 
capacity to pay taxes—there is no difference between such interest income and, pou 
say, a wage income. The tax on interest is thus not a duplication of the taxation mig 
of the original income in period I. Whether in the light of capital theory the cha 
capital value is derived from its income, or vice versa, is an interesting but alto. an 
gether different problem.‘ 
(c) Lastly a comparison of the results of taxes on income and taxes on F 
spending is relevant. We begin with the ee that the originally invested he 
income is disinvested at a later point, and shall subsequently consider the case will 
of continued investment. Under Professor Fisher’s scheme, taxation of the pric 
original income takes place at the time of its later disinvestment. If the original will 
income is hoarded, rather than invested, it is irrelevant which method of tax:- larg 
tion is applied. In either case the same percentage tax will be imposed upon the a 
same capital sum; since no interest has accrued, the difference will be one of Sudl 
timing only. If the original income is invested, ‘= percentage tax on buy 
income will over the period from income receipt to disinvestment bear harder ap 
on the “‘saver’’ than a tax payable at the time of disinvestment yielding the alle 
same amount. The cause of the excess burden on the saver lies in his loss of “— 
interest, resulting from the tax-reduction of the original income before the — 
investment was made eae 
From a logical point of view Professor Fisher’s statement that the income tax cent 
discriminates against savings is no more valid than the opposite contention that Z 
the spending tax discriminates against spending. If, however, the problem is ent 
considered one of individual capacity to pay taxes rather than one 4 me the and 
general income tax is superior. The additional burden upon the saver is justi- ae 
fied: the saver, when investing his original income did experience an addition ind 
to his economic capacity, independent from later interest receipts. The case for _— 
the income tax is de strengthened if the investment of the original income limi 
is assumed to continue. Under Professor Fisher's scheme no tax would be col- ye. d 
lected under such a condition. The range of income tax brackets would be nar- han 
rowed enormously; a miserly millionaire may well fall into a lower spending lowe 
bracket than an extravagant middle-class income receiver. Such procedure would T 
fail to produce a fair appraisal of the individual’s tax-paying ability which is for 
dependent upon additions to capital reserves as well as upon additions to in- — 
come. 
As pointed out initially, equity considerations form but part of the problem. the 
Professor Fisher’s spending tax stands in direct contrast to the opinion, ¢x- hout 
pressed by a growing group of economists, that a shift of the tax burden from an, 
consumption to saving appears desirable in so far as this is feasible without 
producing deterrent effects upon investment. The spending tax, while certain to the | 
encourage saving, is much less certain to encourage investment and is hence apt an ef 
to widen the gap between the propensity to consume and the inducement to Effec 
invest. Offic 
RICHARD ABEL MUSGRAVE : 


Harvard University 
‘Cf. C. W. Guillebaud, op. cit., p. 490 and H. C. Simons, op. cit., pp. 89 ff. 
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ov. Monopolies and Labor Regulation’ 
of The economic effects of wage-hour regulation have not been especially in- 


tegrated into the analysis of imperfect competition. At least one major depar- 
a ture from this generalization = to be found in the work of Professor F. 
Zeuthen. In his Problems of Monopoly and Economic Warfare® he considers, 


- among other more relevant and more important problems, the possible relation 
his between “higher wages and increased consumption of the workers.” At this 
nd int in his treatise Professor Zeuthen is concerned with a problem which 
en might be defined as follows. ‘Under what conditions will an increase in_pur- 
the chases for the output of a given monopoloid firm (or industry), arising out of 
Ito. an increase in wages offset the loss in purchases resulting from higher prices 
(i.e., higher costs) ?” 
- Professor Zeuthen’s analysis of this question is divisible into two parts. First 
sted he concludes that a greater numerical inelasticity of demand for the product 
ton will result in a greater constancy of quantity demanded after the wages (and 
the prices) are raised. The second part of the analysis argues that increased wages 
‘nal will give tise to increased production (and employment) only if a relatively 
~~ large proportion of the wage increase is spent on the selfsame goods the work- 
the ers produce. This extra expenditure may be viewed as a real increase in demand. 
ye Such a situation of inelasticity of demand for the product by the non-producer 
‘i buyers, and great willingness of labor to spend its extra income on the product, 
sls is according to Zeuthen probably rarely met. Historically, such a combination 
the of inelasticity plus an increase in demand arising directly out of a wage increase 
a af might have obtained in the sale of Ford automobiles, before competition be- 
the came severe. When Ford represented virtually the only inexpensive motor car, 
one might have expected “a very great proportion of the wages, beyond a 
ter certain limit to be spent on the purchase of Ford cars.’’ 
that Zeuthen’s case, in which an increase in the wages bill of a monopolist (or an 
ia he entire competitive industry) will be accompanied by an increase in employment 
the and production, is in effect the case in which the demand for the product of the 
‘esti firm or industry increases as a result of the higher wages within the firm or 
sian industry. The logical validity of this contention is not beyond criticism. The 
» her remainder of this note will attempt to show that Zeuthen’s construction is too 
nen limited, since a policy of high wages might cause an increase in output and 
ab employment quite regardless of the shifts of the demand curve. On the other 
ie hand, under certain conditions an increase in demand might actually be fol- 
ding lowed by a decrease in the — of the monopolist. 
oll The following argument will be based on the assumption that the demand 


re for the output of a monopolist is elastic, and the elasticity of demand tends to 
nie. increase as the lower ‘price-ranges are reached. 
For simplicity let us assume that the only variable cost of the monopolist is 


Vee the labor cost, and that, before the wage-hour regulation is instituted the 40 
—— hour week is observed. With these assumptions in mind, we may ask the ques- 
Laos tion, What will be the likely effect on output and employment of a monopolist 
thout 


‘The writer wishes to express his thanks to the Rockefeller Foundation for providing 


the leisure to prepare this note. The positive conclusions were originally formulated in 
€ apt an entirely different form by the author, in a portion of a study on the Social and Economic 
nt to fects of the Shorter Work Week, which he helped prepare for the International Labor 
Office. 
VE “Routledge, pp. 127 ff. 


*Tbid., p. 129. 
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if, by governmental fiat or by trade-union regulation the work week is cut to, 
say, 30 hours while weekly earnings per worker remain unchanged?” Ruling 
out any advantages due to increases in labor productivity, the shortening of 
working time without changing the weekly wage per worker must increase 
average total unit costs and marginal (labor) costs. Since the demand for the 
commodity might be assumed to be independent of the wage payments of the 
monopolists, the marginal revenue curve will remain constant while the mar. 
ginal cost curve will rise with the increase in hourly rates of pay. To maximize 
net income the monopolist might, therefore, be expected to restrict output and 
(man hours of) employment. 

This untoward result, however, is not logically necessary. The reasonin 
offered above would restrict the work week to 30 hours. It does not follow, 
however, that because the regulation restricts the hours of work per worker to 
any given amount, the plant need be similarly restricted. 

In the hypothetical case being examined here, the elasticity of the demand 
for the output of the monopolist tends to grow larger on the lower reaches of 
the demand curve. Therefore, the monopolist might find it to his advantage to 
operate ¢wo shifts so that the plant is utilized in the neighborhood of 60 hours 
per week rather than 30. Under either the 30 or 60 hour week monopoly profit 
would be less than it was under the 40 hour week. 

The situation might be summarized as follows. Before the wage-hour restric. 
tion was introduced monopoly profits were obtained when the plant operated 
40 hours per week. However, when the work week is reduced and hourly rates 
raised, the monopolist is faced with the problem of redetermining his output. 
This redetermination involves the choice of operating one shift or two (or 
more) shifts. If the demand for the product is of progressively greater elasticity 
along its lower reaches, the net income to be derived from the sale of the bigger 
output will be greater than the net income to be obtained from the smaller 
output. 

By assumption the marginal costs of producing a unit of output when the 
plant is operating 30 hours is identical with the marginal costs of 60 hour 
Operation, since the rate of wages is the same in both cases, and since pro- 
ductivity differences are ruled out. Actually it is not improbable that the longer 
operation of the plant will reduce variable capital costs, and so reduce marginal 
costs. 

Under the conditions outlined above the program of raising wages and «t- 
ting hours will increase a monopolist’s output and employment and also reduce 
his price. These conditions, it should be noted, are probably less restricted than 
Zeuthen’s case of inelastic demand for the output of the monopolist. 

In Zeuthen’s analysis the increase in output and employment were de 
pendent upon a real increase in the demand for the monopoloid commodity. 
This contention need not be true. If, due to any reason, the demand for the 
monopoloid commodity increased, but if the new demand were relatively in- 
elastic as compared to the original demand, the monopolist might find it to his 
advantage to operate his plant but 30 hours a week, thus restricting output and 
employment. This would obtain if the new demand curve were so highly 10- 
elastic that the marginal revenue curve was steep enough to cause the product 
of 30 hours of work to be sold for a greater profit than the output of 60 hours. 

SIDNEY C. SUFRIN 

Ohio State University 


19: 


| 
to | 
tary 
mot 
pri 
whe 
Yo 
eco! 
per 
int 
Cor 


aller 


1 the 
hour 
pro- 
niger 
ginal 


| cut: 
duce 
than 


10UrS. 


1939] Two Neglected Reserve Economists 553 


Two Neglected Twentieth Century 100 Per Cent 
Reserve Economists 


The banking theorists who have delved into the financial literature pertaining 
to past 100 per cent reserve economists have overlooked two American mone- 
tary reformers of the current century—namely, Willis E. Brooks and John Ray- 
mond Cummings. 

WW. E. Brooks set forth the 100 per cent reserve notion in 1908 in a privately 
printed pamphlet entitled S/aves of the Banks and Their Emancipation. 1 doubt 
whether there are more than a few copies of this study in existence. The New 
York Public Library is one of the few libraries that has a copy of this scarce 
economic tract. 

Natural Money: The Peaceful Solution (New York, 1912) contains the 100 
per cent reserve doctrine as elaborated independently by J. R. Cummings. It is 
interesting to observe that this book was published by the Bankers Publishing 
Company—paging Professor Frederick Soddy! 

BENJAMIN BROMBERG 

Brooklyn, New York 
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REVIEWS AND NEW BOOKS 


General Works, Theory and Its History 


Economic Principles in Practice. By BRUCE WINTON KNIGHT. (New York: 
Farrar and Rinehart. 1939. Pp. xvii, 606. $3.25.) 
From the standpoint of arousing the interest of students in the study of 
elementary economics this is the best introductory textbook that this te 
viewer has seen. Not only is the style lucid and direct but the text as a whole 
marches on with a combination of logical development and suspense, more 
common to detective stories than textbooks. Telling illustrations whic 
enliven practically every topic have been culled not only from a wide range 
of writers in economic theory and history but from others more popularly 
known, such as John Masefield, George Washington, Adolf Hitler, Huey 
Long and Walt Disney 

But the sustained interest of the book arises not so much from the lucid 
style and apt illustrations as from the way in which it is organized. The 
text is focused on economic problems with economic theory introduced as 
a tool for their analysis. Thus the theory, developed as a means to solve the 
problems, appears real and pertinent. This is surely a departure from the 
usual treatment which often divorces theory and practice or, if bringing 
them together, centers attention on the theory and brings in the problems 
to illustrate the theory. 

Professor Knight recognizes that to give the student a “clear picture of 
our economic order” in a single volume, is a task involving “judicious 
inadequacy.” On the whole one cannot complain seriously of his judgment. 
The beginning chapters are devoted to a brief description of the economic 
structure and include an especially good treatment of diminishing returns. 
The central portion of the book which follows is given over to the study 
of prices under competition, monopoly, monopolistic competition, and 
regulation. In the theoretical discussions here the necessary ‘inadequacy’ 
is possibly not completely “judicious.” The statements of the theories though 
well done are so brief that all but the keenest students may require consider: 
able help to understand them. Arithmetical examples are largely avoided, 
tables are eliminated or appear only in footnotes or the appendix. In this 
respect the reviewer feels that too great concessions have been made to the 
student who listens to the radio as he reads. However, most of the theoreti 
cal statements are very carefully worded, and it may be that further elabor: 
tion and illustration are not absolutely necessary. In this connection it may 
be noted that in the table which appears in a footnote on page 173 the 
figures in each of the last three columns should appear in the reverse order 
from that in which they are given. No other serious misprints have beet 
noted. 

Following the section on prices are chapters on such topics as intern 
tional economic competition, the general level of prices, and business cycles. 
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Next are three chapters on economic inequality. These, including as they 
do distribution theory, are among the most sparkling chapters in the book. 
But again the reviewer wishes a few more pages had been devoted to 
clarifying the theoretical material. In the final chapters which are given 
over to the “‘isms’’ the author manages to be lively and “‘sensible”’ at the 
same time—no mean accomplishment in this controversial field. 

Perhaps the most refreshing aspect of this book is that here is a “sound” 
economist writing a text in which he explicitly recognizes the impossibil- 
ity of completely divorcing economics and ethics. He has a social philos- 
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which ophy (as does any economist who is worth his salt) and he makes no 
fange attempt to hide the fact. Briefly his position seems to be that the economic 
ularly 


machine should maximize production, minimize inequality and preserve 
the democratic (not necessarily the laissez faire) state. Baldly stated in 
this way the point of view may seem to be that of most elementary eco- 
nomics texts. Actually it is sharply different in that whereas the usual 
text emphasizes the maximizing of production and makes polite bows to 
minimizing inequalities, Professor Knight constantly emphasizes the prob- 
lem of personal distribution. One passage may be quoted by way of illus- 
tration: “If it is wasteful for laborers to buy automobiles, or shopgirls to 
purchase finery, before providing themselves with adequate food and 
shelter, it is no less wasteful for society to put luxuries for a few ahead 
of necessaries for many. Inequality causes wasteful consumption and cor- 
respondingly wasteful production” (p. 472). 

The treatment of the marginal productivity theory of distribution gives 
a further illustration. It is merely one of the topics under the general head 
of the problem of inequality. Whereas the older economists often saw the 
marginal product as the deserved product, and recent writers have tended 
to handle it gingerly as just ‘the product,” Professor Knight emphasizes the 
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ny serious cause of inequality of income. “The ‘game’ of economic competi- 

t tion,” he writes, ‘is not a game which is conducted in the best traditions 
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of sportsmanship” (p. 473). 


voided, The reviewer hails this text with real enthusiasm. The extent to which 

In this TM others will share this feeling will, the human race and economists being 

e to the TB what they are, depend in considerable part on whether they too believe the 

heorct' theory “sound” and the philosophy “right.” 

elabors GeorcE R. TAYLOR 

1 it may Amherst College 

173 the 

se order HR Contemporary Monetary Theory: Studies of Some Recent Theories of 

ve been Money, Prices and Production. By RAYMOND J. SAULNIER. (New 
York: Columbia Univ. Press. 1938. Pp. 420. $4.00.) 

intern2- Although Saulnier has probably selected the most eminent of contempo- 

ss cycles tary monetary theorists—Hawtrey, Robertson, Hayek and Keynes—the 
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limitation of his monograph to these four writers justifies the subtitle rather 
more than the actual title.t As a synoptic view and critique of these writers, 
the book is generally satisfactory. At various junctures throughout and in 
the brief ‘ ‘concluding rematks’” Saulnier does something toward drawing 
cross comparisons. But on the whole the book gives rather too negative an 
impression; although adverse criticisms are mostly well conceived, the au- 
thor has not found much in each of his subjects which he can regard as 
genuine contribution, and he has not ventured far in synthesizing the mem- 
bra disjecta into a positive theory of cycles. 

In view of his agreement with Knight that ‘‘the period of production, 
viewed either in the disinvestment or in the construction sense, cannot be 
measured” (p. 274), one wonders why Saulnier taxes Robertson (p. 167) 
with neglecting the effect of monetary change on the “structure of produc- 
tion” of the Austrian theory, and how Saulnier can venture a suggestion 
apropos Hayek of circumstances under which “the structure may be extended 
over a longer period of time’ (p. 292). 

The author offends somewhat against the canons of criticism in his pen- 
chant toward general but ill-defined objection. “Robertson does not ade- 
quately define the nature of the capital-labor relationship . . . the institu- 
tional organization which he assumes is inadequately described” (p. 123); 
Hayek “‘does not adequately discuss factors influencing expectations as to the 
marginal productivity of capital’ (p. 299). By such terms as these, the au- 
thor places himself under emb arrassing alternatives; either he must ask the 
reader to rely upon his omniscience, or he must proceed forthwith to the 
formulation of the “‘adequate”’ theory. 

Concerning each of his dei majores, Saulnier writes for the most part re- 
liably and discerningly. It is a little puzzling that he accepts Hawtrey’s “un- 
spent margin” as both identical with the M of equation of exchange and as 
constituting the demand for money (pp. 39-40). Hawtrey’s belief that eco- 
nomic stability persists so long as total demand remains constant regardless 
of changes within the total, his exclusive reliance in the capital theory upon 
short-term interest rates and their effect upon inventories, his neglect of 
“real’’ factors in cyclical fluctuations, his exclusion of the capital “widening” 
process as relevant to interest rates (pp. 43, 47-48, 57, 59)—all these are 
rightfully objected to. But Saulnier might well have concluded with emphe- 
sis upon some of Hawtrey’s net contributions to monetary theory—his analy- 
sis of unspent margins, his masterly description of the internal and externa 
drains, his numerous and penetrating critical articles. 

Many readers will sympathize with Saulnier’s scepticism concerning 
Robertson’s capacity to separate “appropriate” from “inappropriate” vr 

riations in output and also concerning the net social gain of financing the 
Is this penchant toward too inclusive titles a characteristic of the Columbia Universit 


Press? A recent volume by P. D. Paris, Monetary Policies of the United States, 1932-38, i8 
concerned exclusively with the regulation of currency within the terminal dates! 
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former by expansions of bank credit (pp. 123-129, 205). The conclusion 
that “Robertson’s most significant contributions are his development of 
theoretical tools of analysis” (p. 209) is indeed valid; but since this is the 
avowed purpose of most of Robertson’s writings, the lack of statistical verifi- 
cation which Saulnier laments (p. 169 et passim) seems rather beside the 
point. Furthermore the schematic character of the analysis of Lacking is 
necessarily more or less divorced from continuous reference to institutional 
factors, which Saulnier quite rightfully requires of an eventual full-fledged 
theory of cycles (pp. 164-172, 206). 

On the other hand, so drastic a departure from institutional settings as 
Hayek makes in his analogies from a barter economy can scarcely be coun- 
tenanced (p. 223). So much of Hayek’s reasoning depends furthermore 
upon entrepreneurs making “correct” anticipations—that is, conformable 
to the views which Hayek believes they should entertain—that the conclu- 
sions hold only upon very narrow, and unfortunately also highly improb- 
able, postulates (pp. 233, 256). Saulnier expresses the universal objection 
to Hayek's fateful neglect of unemployed factors (p. 251) and his doc- 
trinaire opposition to reflationary measures however advanced the stage of 
depression (p. 278). 

In connection with Keynes, Saulnier makes rather limited use, at least 
explicitly, of the large volume of critical literature. Aspects of Keynes’s 
analysis which he finds ill conceived are, amongst others, the measurement 
of output in labor-units of employment (p. 314), the dispensing with finite 
time units in analyzing savings and investment (p. 321), the categoric re- 
jection of “forced saving” (p. 323), the divorcement of interest rate from 
marginal efficiency of capital (p. 353), and the neglect of price rigidities 
(p. 358). The author seems to believe that the fact that the Keynesian mul- 
tiplier has to be found ex post constitutes a serious flaw (p. 335), although 
all economic prediction rests upon a retrospect over past developments. 
Saulnier concludes with a judgment, which will be widely accepted, that 
Keynes's most significant réle has been the introduction of the monetary 
factor into general economic theory (p. 373). 

Experience with this book in a seminar on monetary theory confirms an 
initial impression that it serves to introduce the writers and the nexus of 
problems in straightforward and illuminating fashion. 


Howarp S. ELLis 
University of California 


Value and Capital: An Inquiry into Some Fundamental Principles of Eco- 
nomic Theory. By J. R. Hicks. (New York and London: Oxford 
Univ. Press. 1939, Pp. xi, 331. $4.25.) 

Certainly this is an important work. It is important, first because the 
author has set himself the ambitious task of constructing a dynamic theory 
of prices and production; second, because along the way he throws in 
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some interesting and often original ideas on controversial matters that are 
usually worth while in their own right; third, because many of his Proposi- 
tions are sure to stimulate discussion and analysis on the part of others, 

His dynamic system of production and prices is developed upon a pains. 
takingly constructed foundation, the laying of which occupies nearly the 
first two-thirds of the book. His starting point is the theory of subjective 
value. Thus equipped he moves on to develop a static theory of general 
equilibrium: the “general laws for the working of a price-system with 
many markets.” By a static theory he means one which pays no attention 
to the element of time; consequently he believes that, up to this point in 
the argument, there is no occasion to bring in capital and interest, saving 
and investment. However the statement of his theory of these matters is the 
next step in the analysis. His foundation now completed, he proceeds to 
reshape his laws for the working of a price and production system with 
many markets so that account may be taken of the elements of time, in- 
terest rates short and long, price expectations and interest expectations, 
variations in demand and supply for commodities, securities and money. 
Handling all of these elements simultaneously, he sets forth the general 
outlines of a dynamic theory of (temporary) general equilibrium. 

Professor Hicks’s theory of subjective value will already be familiar 
to those acquainted with his article, ““A Reconsideration of the Theory 
of Value’ (Economica, 1, 1934, 52-76), but the corresponding chapters in 
this book show considerable improvement over the earlier exposition, par- 
ticularly with regard to the concepts of substitution and complementarity. 
These latter concepts, by the way, together with the distinction between 
the “income effect’’ and the “‘substitution effect’ are utilized time and 
again as tools of analysis throughout the book. 

His static theory of general equilibrium starts with the Walrasian sys- 
tem of exchange equilibrium, but soon moves on to consider in turn: the 
degree of stability of this system, the conditions of equilibrium for the firm 
and the degree of stability of this equilibrium, the general equilibrium of 
production and the degree of stability of this equilibrium. There is little 
that is new in all this except for the analysis, at each appropriate point in 
the argument, of the conditions of stability. In fact about the only justifica- 
tion for the painstaking care bestowed upon this part of the structure is 
its usefulness, as a matter of exposition, in paving the way for the even 
more intricate analysis of the dynamic theory. 

As a further step toward the development of the latter, we next en: 
counter his theory of interest and money. Here he accepts the view that 
the determination of the rate of interest may be analyzed in terms of 
either the supply and demand for loanable funds or the supply and demand 
for money. In the course of this part of the analysis, which is certainly one 
of the best parts of the book, he offers a simple and attractive explanation 
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of the system of interest rates: spot and forward short rates and the long 
rate. There is also the provocative suggestion that the existence of interest 
is to be explained not simply by the default risk and the uncertainty of the 
future course of interest rates but also in part by what he calls the im- 
perfect ‘“‘moneyness” of securities. There are also good discussions of the 
concept of equilibrium, of various concepts of income (a term the use of 
which Professor Hicks avoids as far as possible), and of saving and in- 
vestment. 

The development of his dynamic system brings into use all the tools that 
he has constructed in the earlier part of the work. The analysis becomes 
still more complex, and the conclusions correspondingly less clear-cut. The 
laws which have to be developed are those for the working of the price 
system, given the demand and supply for commodities, securities and 
money, interest rates, price and interest expectations. The starting point is 
the production plan of the firm, the conditions for its equilibrium and for 
the stability of this equilibrium. The next step is to consider the effects of 
changing price expectations and of changing interest rates upon the plan. 
Then the question is raised as to the stability of the (temporary) gen- 
eral equilibrium of the whole system, and an analysis is made of the ele- 
ments of instability, on the one hand, and possible stabilizers on the 
other hand. There is a brief treatment of the parts played by hoarding, 
saving and investment; of the process of capital accumulation; and finally 
a rather disappointingly anti-climactic chapter on the trade cycle. 

In this last part of the work certain features are worthy of particular 
note: the analysis of the conditions of equilibrium and particularly the 
classification of conditions stressed by earlier writers (e.g., Wicksell and 
Keynes) as special cases of these general conditions, the use made of his 
concept of the elasticity of expectations, the revival of the concept of the 
average period of production as a measure of the effect of changing inter- 
est rates upon the production plan. But, a minor point to be sure, does 
Professor Hicks understand Boéhm-Bawerk correctly (p. 218)? Surely the 
Austrians considered the matter of weights in defining their average 
period of production. In Béhm-Bawerk’s case it appears clear that he used 
quantities of input, not quantities of output, as his weights. 

A more serious stumbling block is Professor Hicks’s demonstration that 
his dynamic system is imperfectly stable when the elasticity of price ex- 
pectations is unity or greater. (See pp. 251-7, “The most important propo- 
sition in economic dynamics.”) I have no doubt that the dynamic system 
is unstable in this case, but I find Professor Hicks’s particular demonstration 
unconvincing. If I understand him correctly the reasoning runs like this: 
If the ratios between all current prices remain unchanged and if elasticities 
of expectations are unity, then a rise in the price of commodity X, due to 
an increase in demand for it, must be accompanied by a proportionate rise 
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in the prices of all other commodities; hence there will be a further rise 
in X, and so on. Surely the analysis is rendered sterile by the assumption 
that the ratios between all current prices remain unchanged. 

Throughout the work, it should be noted, the assumption is that of 
perfect competition. Analysis in terms of imperfect competition is post. 
poned to a later work. Probably the most serious defects traceable to the 
assumption of perfect competition in the present work would appear in the 
discussion of the stability of the system. 

A further self-imposed limitation upon the work is abstraction from the 
part played by governmental or other institutional controls. Surely this is a 
very important limitation. Analysis of short interest rates, for example, 
without consideration of the part played by central bank policy certainly 
leaves much to be desired. More generally, the rigorous avoidance of dis 
cussion of the practical applicability of the principles developed, except 
for an occasional lapse, not only makes the work excessively tiresome for 
the reader but also causes him frequently to raise the question, How 
much of this is good for anything? 

B. F. HALey 


Stanford Universit) 


Early British Economics from the XIlIIth to the Middle of the XVIIIth 
Century. By M. BEER. (New York: Macmillan. London: Allen and 
Unwin. 1938. Pp. 250. $3.25.) 


ee ef 


The tangled forest of ““Summae,” ‘‘Sententiae,”’ “Discourses,” “Essays,” 
“Considerations,” ‘“‘Observations,” “Proposals,” ‘“Thoughts,” or “Inqutt- 
ies,” through which the historian of early British economics must blaze 
path presents no end of difficulties. Climates of opinion need to be recog: 
nized, although all writers were not equally affected; personal or group 
motives that inspired the composition of tracts must be understood, al- 
though not all economic writing reflected self-seeking; dominant political 
trends must be appreciated, although the correlation between economic 
criticism and policy is usually imperfect or ambiguous. Undaunted by these 
difficulties, Beer has attempted to span six centuries of British economi 
thought in the compass of a small book. The result is praiseworthy, and 
even though the small fellowship of specialists may not accept all of Beer’ 
conclusions, knowing the pitfalls, they will be charitable. 

For the forty-four pages devoted to the British Schoolmen (Alexander 
of Hales, Richard of Middleton, and John Duns Scotus), we should be 
especially grateful. Admittedly only slight deviations from the economi 
teachings of Continental contemporaries can be found; still the explicit 
analysis of work of the British Schoolmen properly and clearly reveals that 
heritage of universalistic economic doctrine which increasingly came 
conflict with the economic policies of localism and subsequently of ne 
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tionalism. That practice and precept collided in the medieval era, Beer does 
not emphasize; and for this reason his general argument must be called 
inferior to that of Heckscher. Altogether Beer is too much interested in con- 
trasts and too little in the course of gradual modification of a doctrinal 
fabric. Thus when he sees the age of mercantilism presently dominated by 
anti-medieval thought (rejection of nominalistic monetary theory, and 
repudiation of the idea of equality of exchanges particularly) he empha- 
sizes this dichotomy almost to the exclusion of any discussion of the blend- 
ing of medieval doctrines in the new fabric which a changing economic 
reality was inspiring. Granting that there was a growing revulsion against 
the central ethical kernel of the body of thought that traces from Aristotle, 
the Patristic writers, and the Schoolmen; and granting that the discussion 
of money, foreign exchange, and the balance of trade does reflect this an- 
tagonism, nevertheless much of the economic thought of the age of mer- 
cantilism was indisputably vestigial. Indeed the basic parts of the theory of 
production constitute, as I see it, a major area where continuity was remark- 
ably evident. 

For the most part, Beer’s book contains just the minimal detail needed to 
support his major thesis which is that the period which he designates as the 
“adolescence of the middle class” also witnessed the rejection of the idée 
fixe of traditional doctrines, the invariable concern with commutative jus- 
tice. Theorization of doctrinal history necessarily means its simplification 
because the complex richness of irrefrangible facts cannot be laid bare; 
although against this shortcoming, of course, stands an opposite virtue: 
clarity of contrast which results from purification of evidence. So Beer has 
sketched his history by means of pretty sharp contrasts: Child, Barbon, and 
Davenant, for example, are labelled anti-mercantilists, even as Malynes 
and Milles are unhesitatingly styled medieval; in contrast Mun and Missel- 
den must have been intellectual gymnasts, because Beer holds that they 
shed their medieval beliefs and completely renovated their minds between 
1621 and 1623, thereby becoming pure specimens of mercantilist (here 
synonymous with anti-medieval) writers. 

But whereas fault may be found with Beer’s methodology, the sagacity 
and, considering the space limitations, the completeness of the book deserve 
high praise. As an outline of British doctrinal development Beer’s work 
will be frequently consulted, and all who read it will profit. 


E. A. J. JOHNSON 
New York University 


Otonomisk Kalkulasjon i Socialistiske Samfund. By TryGve J. B. Horr. 
(Oslo: H. Aschehoug. 1938. Pp. vii, 373.) 


. The problem here investigated has not been treated comprehensively, or 
indeed scarcely at all, until in recent decades the trend toward collectivism 
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has made consideration necessary. A socialistic society is defined as one in 
which private property, at least in producers’ goods, has been abandoned, 
and where the State is the sole employer of the productive factors, and the 
director of production. In such a society there are, by implications of the 
definition, no free markets and no prices, in the usual meanings of these 
terms. The function of the price system in a capitalistic society, particularly 
of determining what factors of production shall be used, how much of each, 
and to what ends, must be performed by some substitute arrangement, 
since the need does not fall away by a shift to collectivism. It is with the 
possibilities and character of such a substitute for the capitalistic price sys. 
tem that the author is concerned. 

Economic calculation is for the determination of the proper use of scarce 
means to secure a maximum realization of given ends. That such calcula- 
tions go on in a capitalistic society may escape the man in the street, al- 
though he himself performs such calculations, because of their diffusion in 
time and space, and among individuals. That the calculations become in- 
finitely more difficult in a socialistic society, the central board of production 
control would have to discover if it is to escape chaos, since it must make 
or control the calculations and the decisions resting thereon. If the goal, 
for example, is the maximization of the satisfaction of wants to the mem- 
bers of the economy, the board would, in the absence of prices generated 
in a free market, lack all knowledge of marginal values to individual mem- 
bers. For such values can be expressed only in terms of competitive prices, 
not in prices arbitrarily set by a central board, be it endowed with ever so 
much authority. It is not a gigantic problem of simultaneous equations of 
consumer preferences. It is the impossibility of obtaining the basic data 
themselves. 

The author’s task is rendered more difficult by the fact that socialistic 
societies may occur in significantly different forms. Thus if one assumes 4 
natural economy, in which the use of money in any form is barred, any 
possibility of a price system, and thereby of economic calculation, disap- 
pears. If in turn one admits various characteristics, each of which may be 
said to be a move away from socialism, such as the use of some form of 
money, the free choice of goods and work, and even some measure of de- 
centralization and competition of production, one increases by each addition 
the possibility of effective economic calculation, and also increases pro tanto 
the theoretical and practical right of the society to exist. 

To reach this conclusion the author uses fifteen chapters of textual mat- 
ter and three appendices. Appendix A is a brief and rather popular descrip 
tion of the price mechanism in a capitalistic society. Appendix B is a dis- 
cussion of the defects in a capitalistic society and the possibilities for theit 
elimination by a change to socialism. More important is Appendix C, which 
is a comparison of the experiences of Soviet Russia with the largely deduc 
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tive conclusions reached in the text. This comparison shows a close agree- 
ment. Both the experience and the reasoning support the prediction that 
a society will succeed practically in proportion as it moves away from the 
purest form of socialism, a natural economy. 


rese The treatment assumes to some degree the form of a debate in which 
arly conflicting authorities are cited at length. For this reason nearly half of the 
ach, book consists of quotations in the original English, German, French, and 
ent, Swedish. For some reason the rather infrequent quotations in French are 
the accompanied by parallel Norwegian translations. Possibly it is the author's 
sys- confessed unfamiliarity with the Russian language which has prevented 


the similar use of parallel Russian and Norwegian quotations, where there 


arce would have been more need for such use. Unfamiliarity with the Russian 
“ula- language, however, is a drawback, if at all, only in the third appendix. But 
, al- the extensive use of foreign languages seems to have been a factor in the 
n in failure to correct a rather excessive number of typographical errors. 
 in- JENS P. JENSEN 
tion University of Kansas 
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“scrip: 692. $2.50, each vol.) 
a dis- GEMMILL, P. F. Fundamentals of economics: a textbook for introductory col- 
r their lege courses in economic principles. 3rd ed. (New York: Harper. 1939. 
which Pp. xvii, 633. $3.) 
deduc- The current edition, which is the third, is offered as a completely reset 
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text with separate chapters on distribution and imperfect competition. In the 
present edition the book represents a carefully written and edited job, 
improved in the light of experience in its teaching possibilities. It should 
continue to be one of the more popular textbooks for beginning courses 
in economics, particularly where such courses are relatively short. 
WILLARD E. ATKINs 


Hewitt, W. W., Guturiz, G. L. and Corrry, F. A. Questions and exer. 
cises on applied economics. 2nd ed. (New York: Crofts. 1939. Pp. viii, 
164. $1.) 

First edition was published in 1934. Primarily adapted for use with Bye 
and Hewett, Applied Economics, third edition, 1938. 

KALECKI, M. Essays in the theory of economic fluctuations. (New York: Far. 
rar and Rinehart. 1939. Pp. 154. $1.75.) 

KNIGHT, A. W. What's wrong with the economic system? (London and New 
York: Longmans Green. 1939. Pp. xiii, 179. $2.40.) 


Korscu, K. Karl Marx. (New York: Wiley. 1938. Pp. 247. $1.75.) 

This compact little volume is not a life of Marx, but an interpretation of 
his doctrine. It is divided into three parts, under the headings ‘‘Society,” “Polit. 
ical economy,” and “History,’’ and the point of view is frankly Marxian. The 
material is well organized and well presented, and every page bears evidence 
of the author's detailed knowledge of Marxian literature. In the reviewer's 
opinion the best parts of the book are those dealing with the principle of 
historical specification, the materialistic conception of history, the theory of 
capital and value, and the relation of the Marxian doctrine to the Hegelian 
philosophy. The book emphasizes the practical aspects of Marxism, and the 
persistent desire of Marx himself that his work should directly influence the 
course of history. In this connection the author quite fittingly quotes from 
Marx’s criticism of Feuerbach’s philosophy; “Philosophers have only iiter- 
preted the world differently; the important thing, however, is to change it’ 
(p. 235). 

It should be noted that this book is not merely an introduction to the sub- 
ject. It is rather a rigorous analysis of some of the most controversial features 
of Marxian theory. As such it will prove a useful addition to the numerous 
evaluations of Marx. In spite of its place in the modern sociologists’ series, it 
should be of special interest to the economists. To quote directly from the 
author, “Just as Marx’s new science is in its form above all a strictly empirical 
investigation and critique of society, so in its content it is, above all, economic 
research” (p. 234). Thus it appears that in a very real sense, “Marx's material 
istic social science is not sociology, but economics’ (p. 234). 


J. E. MorFaT 
LaNGuM, J. K. Problems and questions on the principles of economics. (Bos- 
ton: Ginn. 1939. Pp. viii, 212. $1.25.) 
LONGFIELD, M. Three lectures on commerce and one on absenteeism. 1835. Re: 


prints of scarce works on pol. econ. no. 4. (London: London School of Econ. 
and Pol. Science. 1938. Pp. 111. 6s.) 

Samuel Mountifort Longfield (1802-84) delivered these lectures when he 
was professor of political economy at Trinity College, University of Dublin. 
Later he became a professor of law at the same university, and for a time 
served as a judge of the Irish landed estates court. 
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These lectures show some of the pioneer contributions he made to the 
classical theory of international trade: the operation of comparative costs and 
reciprocal demand in determining the course of trade (pp. 52-56), and the 
effects of tariffs and absenteeism on the terms of trade. 

He describes the benefits of commerce, the fallacies of the later forms of 
mercantilism, and the futility of expecting exports without imports, or ex- 
changing exports for gold over a long period of time. Protected industries 
are apt to be less efficient, and are protected at the expense and neglect of 


consumers (p. 40). 
Bye Longfield’s ideas are not new to most economists, but are clearly and skill- 
} fully stated and need repeating in a world of trade restrictions and tariffs. 
Far- GEORGE W. SANFORD 
New McConNELL, D. W., and others. Economic behavior: an institutional ap- 
proach. Rev. ed. (Boston: Houghton Mifflin. 1939. Pp. xiv, 923. $3.75.) 
The first edition of this text, in two volumes, appeared in 1931; and this 
revision, in one volume, is so different from the original as to be practi- 
nN of cally a new book. Even the list of authors, members of the department of 
olit- economics at New York University, is changed. Some of the authors of 
The the first edition are listed as contributing to the revision, but two of the 
ence original authors are not listed, and several new members of the department 
wer's are named as contributors. The chapters have been completely re-shuffled, 
¢ of some have been eliminated, and new ones added, to make a book quite 
y of different from the first edition, and definitely better. The authors are a little 
elian less definite in their repudiation of traditional economic theory than they 
1 the were in the first edition—where they were convinced that “the older as- 
> the sumptions and categories must be abandoned almost im toto”; and the new 
from book shapes up more like a conventional text in economics. In it is to be 
met found much excellent material, some of it rather sociological in char- 
e It acter, some of it more nearly in line with recent developments in social 
thought than much of the material commonly found in economics texts. 
sub- Probably most teachers of economics will want more price analysis than is 
tures to be found here; but for those who prefer the institutional approach, 
erous the book will no doubt be very useful. 
es, it 
JOHN IsE 
irical McCuLLocn, J. R. The literature of political economy: a classified catalogue. 
— 1845. Reprints of scarce works on pol. econ., no. 5. (London: London School 
erial: of Econ. and Pol. Science. 1938. Pp. xiii, 407. 12s. 6d.) 
- Hard upon Wheeler's issue of Massie’s Index comes this photostat reprint of 
McCulloch’s Literature. Students of economic bibliography will be grateful for 
(Bos- the service. The Literature, if not yet in the class described by McCulloch 
himself as “scarce and valuable” is still not to be had for the asking. The 
Re issue is rigorously a “reprint” and the reader is likely to lament that no editor 
Econ. has supplied an informative introduction after the manner of Dr. Shaw’s 
prelude to the ‘‘Massie.” We know too little of McCulloch’s colorful career; 
7" even his portrait is obtainable only with some scratching. Whence came his 
sblin interest in economic texts and what were the stages in the increase of his 
Fee collection? Bernard Quaritch told me unforgettable details many years ago; 
and it is of record that the Library was acquired by Lord Overstone, wes 
bequeathed to Lady Wantage and was presented to University College, Reading, 
tember 1939] General Works, Theory and Its History 567 
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where perhaps it now rests. Some day a sentimental mole will dig up the 


particulars and gossip to us as delightfully as Bonar and Scott have done of 
Adam Smith's books, as Higgs of Cantillon’s, as Fetter secundus, rospectively 
of “Prize’’ Pryme’s, as Keynes of Foxwell’s, and as Seligman ond teal are : 
still to do. When this chronique sees light, I should like to think of it a t 
including at least two scraps: the first, an inscription on the fly-leaf of one of \ 
my ‘‘association” copies of the Catalogue (1862)—a sequel to the Literature— € 
“N.B. It is — requested that this book be not lent, nor permission \ 
given to make extracts from it'’; the second, the distinction enjoyed by the c 
Literature of being, in the copy of Frederich Hendriks—an outstanding figure 
in London insurance circles of the last generation—probably the only book in t 
economic literature to have been “expanded” and “extra-illustrated.” f 
Jacos H. HOLLANpER 
Nocaro, B. La méthode de l'économie politique. L’économie politique con. C 
tem poraine. Vol. i. (Paris: Lib. Gén. de Droit et de Jurisprudence. 1939, Pp. i 
vi, 275.) 

This is the first of 23 volumes dealing with contemporary economics. In addi- : 
tion to being general editor, Professor Nogaro will be author of several of the - 
series. A survey of such encyclopaedic breadth can hardly claim to be com. 
pletely original; its virtue will lie in integrating the material in the fields 
concerned. , 

The present volume illustrates these points exceedingly well. One who is t 
acquainted with Keynes, Robbins, Morgenstern, and Wootton will encounter t 
much that is familiar; yet the book goes beyond these treatises in its analysis t 
and more particularly in indicating when various methods might be profitably 
employed in economic reasoning. Except for over-elaboration in its examples bs 
this first volume may well serve as a model for those to come. 

W. B. Lock.ine 

O'Hara, F., O'Leary, J. M. and Hewes, E. B. Economics: principles and : 
problems. A textbook for Catholic colleges. (New York: Van Nostrand. 

1939. Pp. x, 672. $3.50.) , 

Pirou, G., and others. Les nouveaux courants de la théorie économique aux ; 

Etats-Unis. Tome 1. Les précurseurs. 2nd ed. (Paris: Domat-Montchrestien. b 

1939. Pp. 347. 85 fr.) 0 

As a setting for the present volume the author felt the need of sketching f 
in a few bold strokes the central ideas of the two great neo-classic schools; 4 
marginal economy and the economy of equilibrium. The new currents of eo- a 
nomic science, while particularly alive in the United States, are to some de- r 
gree present in the majority of the European countries. As a whole them- 
selves abstract, they constitute an opposition to the abstract theories of neo- P 
classic economy. The assumptions of marginal economy have been revived n 
mainly by the Austrian school, notably by the disciples of Mayer and Von f 
Mises, and by the London School of Economics. Advances of econometrics 
have been pushed particularly in the United States and the northern Euro- 
pean countries, thus aligning themselves with the work of Walras and Ror 
Pareto, and achieving formulations of theoretical laws about markets and P 
prices by the aid of very refined mathematical procedures. Pirou in delineat- Rol 
ing the essential ideas of marginal economy and of the economy of equilib- F 
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the rium stresses their method, their differential theories and their divergent 
: of social conclusions about liberalism versus interventionism. 
ely, The author regards Veblen, J. M. Clark and H. L. Moore as the three 
are notable precursors of the most recent currents in American economic 
t as thought. He considers Veblen to be the main source of the newer ideas. 
€ of While Veblen was more of a philosopher, the other two were genuine 
re— economists whose points are, however, far from identical. It was especially 
Sion Veblen who created the ‘‘revolutionary” climate in which the new currents 
the could arise and get some public hearing. 
gure Pirou follows a not too general scheme in sketching descriptively the con- 
k in tributions of his chosen precursors. A biographical and bibliographical state- 
ment forms the beginning of the separate studies. Next an analysis of their 
R critical theoretical positions and their relation to the dominant currents of 
American thought in general is magistrally handled. Finally, their the- 
con- ories of the origin and control of economic cycles, the “‘fathering’’ or the 
Pp inspiration given to certain aspects of New Dealism are clearly presented. 


HERMAN HAUSHEER 


- Ricct, U. Tre economisti italiani: Pantaleoni—Pareto—Loria. (Bari: Laterza. 
om 1939. Pp. 235. L. 18.) 
ields It is most unfortunate that the author refrained from writing a thoughtful 
analytical study of the main ideas of the above noted Italian economic and social 
i thinkers; he primarily presents a purely external and mechanical treatment of 
ater their views. The volume, in other words, contributes nothing to an insight into 
alysis the reality of the major ideas of the three thinkers under consideration. 
tably It is particularly in regard to Pareto’s contribution to social thought that one 
aples would like to have a more objective analysis. re gry awaits the reader 
if he looks for a sober analysis that will help deflate the uncritical enthusiasm 
that Pareto’s heavily padded, confused, and obscure Trattato di Sociologia 
- Generale has unfortunately acquired among dilettantes. The author, while 
rightly seeing the intrinsic value of Pareto’s sociology, fails to give the reader 
or a balanced view. 
rand. The reviewer has the feeling that Pareto’s contribution to the mathematical 
analysis of economic processes is of more lasting influence than what he offers 
= in his singularly disjointed sociology. Pareto largely popularized the reality 
-_ back of the notion of the élite which the French utopian socialists and many 
; others have anticipated. Moreover, he made altogether too exaggerated claims 
ching for his view that social conduct can be accounted for by reference to motivation 
ools; alone. He did not realize that the operation of cultural factors in social life 
F eco- accounts probably for equally as much. To the reviewer the most unsatisfactory 
e de- part of Pareto’s sociology is his theory of the residues and derivations. 
hem- Neither are we offered any insight-giving analysis of the other two econ- 
neo- omists. Loria’s contribution to socio-economic thought assuredly deserved 
gy much more space, notwithstanding its being a striking example of the single 
Von factor fallacy of sociological generalization. 
HERMAN HAUSHEER 
ufo- 
; and Rossins, L. The economic basis of class — and other essays in political 
5 and economy. (London and New York: Macmillan. 1939. Pp. xiv, 277. $2.25.) 
ineat: Rosins, L., and others. Cing conférences sur la méthode dans les recherches 
ili: économiques. (Paris: Recueil Sirey. 1938. Pp. 106.) 
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SENIOR, N. W. An outline of the science of political economy. (New Yok: 
Farrar and Rinehart. 1939. Pp. xii, 249. $2.50.) 

A reprint of Senior's Outline (first edition, 1836, sixth edition, 1872), 

published under the auspices of the editorial board of the Library of Eq. 


nomics, consisting of Dr. P. N. Rosenstein-Rodan, general editor, Professor; 
Lionel Robbins and N. L. Hall, England, Professors J. Schumpeter and Jacoh 
Viner, United States, Professor G. Pirou, France, Professor L. Einaudi, Italy, 
and Professor Erik Lindahl, Sweden. 


SmitH, A. H. Economics: an introduction to fundamental problems. Rev. 4 
(New York: McGraw-Hill. 1939. Pp. 575. $1.68.) 

Taussic, F. W. Principles of economics. Vol. I. 4th ed. (New York: Ma. 
millan. 1939. Pp. xxii, 547. $3.) 


Economic History and Geography 


The British Common People, 1746-1938. By G. D. H. CoLe and Ray. 
MOND PosTGATE. (New York: Knopf. 1939. Pp. viii, 588, xxxiii 
$4.00. ) 

This is an interesting, well written and important book. Yet many who 
may be attracted to it by its title will be disappointed. In the preface it 
authors limit their history to economic and political topics; but they do not 
warn the reader that in their view the history of the British common people 
is concerned solely with ‘‘working-class progress.’’ Neither do they indi- 
cate that rising real wages and the increasing participation in political 
and trade-union activities by which economic betterment is attained are the 
only elements in that progress to which they propose to attend. Indeed 
the book is misnamed; it is a history of British trade unionism and political 
agitation by workers against the background of their varying economc 
fortunes. 

These limitations in a history of the ‘common people’”’ arise from the s0- 
cialist, if not Marxist, outlook of the authors. But these very limitations 
give a marked unity to the two centuries of British history which the 
survey as the story of the workers during the rise, climax and crisis of Bri 
ish capitalism. The book opens with a detailed description of the struc 
ture of British industry, the economic position of the workers therein anc 
the size and distribution of the population as industrial capitalism began; 
it ends with an arresting discussion of the present position. The chapter 
between, however, deal for the most part with working-class agitation rathet 
than with the changing structure of British industry or the growth and 
migration of the British population. There is but small intrusion of the 
private opinions of the authors; for the most part the skillfully presented 
record is allowed to speak for itself. Yet the topics selected and the mannet 
of their treatment leave no doubt of their belief in the class-struggle philos 
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ophy as more “realistic” than the liberal point of view consistently main- 
tained by British labor organizations since the collapse of chartism. Enough 
attention is given to the course of economic development to provide an 
explanation of most of the fluctuations in the tide of agitation. But the 
excellence of these ventures into general economic history makes one wish 
they had left more of the detail of trade-union history to the specialized 
treatises. 

Had they done so they might have thrown much needed light on phases 
of the history of the common man usually omitted even by economic his- 
torians. As it is, the history of the common people remains to be written. 
When this necessary task is done, it is to be hoped that the writers will not 
be forced by their historical philosophy to exclude the vast middle class or to 
pay excessive attention to the influence of political and trade-union activities, 
which affect the mass of men no more than any other aspects of economic 
development to which Cole and Postgate have paid no attention. 

F. A. KNox 


Queen's University 


Schacht: Hitler’s Magician. The Life and Loans of Dr. Hjalmar Schacht. 
By NORBERT MUHLEN. (New York: Alliance Book Corp., Long- 
mans Green. 1939. Pp. xiv, 228. $3.00.) 


As a biography Herr Norbert Muhlen’s study has little claim to serious 
attention. The life of Hjalmar Horace Greeley Schacht—his father had 
lived in Brooklyn and admired Horace Greeley—from his birth in 1877 to 
1923 when he was appointed president of the Reichsbank is given four- 
teen pages, and the biographer’s treatment throughout is hostile, scrappy 
and unconvincing. But as an exposition of deeds and facts, particularly the 
flow of marks, pounds and dollars, it is good medicine for a part of the 
world which is accustomed to gulp down docilely the myths of the ‘‘tragedy 
of reparations” and “export or die.” 

A truthful account of the activities of Dr. Schacht as ‘“‘debt dictator of 
the Third Reich” (the title of the central and major section of the book) 
shows that Germany has made an extremely good thing out of reparations 
and foreign loans. As Herr Muhlen puts it (p. 215), the “Third Reich, 
after liberating itself from the chains of Versailles, instead of making an 
end of them, laid them on other nations.” Germany sacrificed in reparations 
and deliveries from 1924 to 1931 only 10 billion marks, but the money 
wheedled and bullied by Dr. Schacht from the rest of the world in the 
first four years of the National Socialist régime was 18 billion marks, or 
nearly twice as much. This the foreign creditors and their governments 


appear to have given almost gladly, so that Germany might have guns in- 
stead of butter. 
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Almost incidentally to the main argument, which is concerned with the 
self-seeking of Dr. Schacht, the facts to quash other myths are spread out. 
Poor Germany under the crushing burden of reparations! Her industrial 
production increased 42 per cent between 1921 and 1929, but production 
in Shylock Britain and France increased only 16 and 27 per cent respec- 
tively in the same period. The National Socialists are supposed to have 
seized power because Germany was collapsing under the old system. But 
on January 15, 1933, a fortnight before the seizure, unemployment had 
stopped rising for the first time since 1928, in the last three months of 
1932 industrial production had increased, and security prices had been 
rising since the preceding November. Germany is supposed to have 
been bled white in the reparations period itself. Actually she received 28 
billion marks in foreign loans in the reparation period and paid out only 
10 billion. 

Dr. Schacht’s methods of extracting huge sums for Germany from a 
gullible and willing world in the National Socialist period are described in 
full. They include laws forbidding the individual German debtor to pay 
interest on principal on foreign loans; penalty, the guillotine (Law of 
December 1, 1936); reduction of rates of interest on short-term debt 
(Standstill agreement of February 17, 1933); reduction of interest on 
long-term debts and refusal to pay amortization (Act of June 9, 1933); 
discrimination between creditors (beginning early in 1934); ten-year 
moratorium (September, 1934); repurchasing German bonds held abroad 
at sacrifice prices over the American Government’s protest of January 3, 
1934; establishing blocked marks; and ‘‘dumping at the cost of the be- 
dumped.” 

Who lost? The small saver everywhere, particularly the small saver in the 
United States. And who got the money? German munition makers. Herr 
Muhlen reminds the reader, who probably needs reminding, that the first 
American loan to Germany after the Dawes loan was for Krupps, the next 
for the Stahlverein, the next for Krupps, and the next for Krupps . . . and 
so on. 

It is well for people who have holes in the bottoms of their pockets that 
at the time of reviewing Dr. Schacht is said to be somewhere in Asia. 


ALZADA COMSTOCK 
Mount Holyoke College 


L’Intervention de l’Etat en Matiére Economique. By HENRY LAUFEN- 
BURGER. L’écon. pol. contemp., Vol. IV. (Paris: Lib. Gén. de Droit 
et de Jurisprudence. 1939. Pp. 371. 70 fr.) 

This study is the fourth of a new economic series of twenty-three mono- 
graphs published under the direction of Professor B. Nogaro of the Uni- 
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versity of Paris. Its author, professor at the University of Strasbourg, is a 
thorough student of present-day economic developments in France and in 
Germany. 

“Interventionism’’—also referred to as neo-capitalism, neo-mercantilism, 
or, more familiarly, planned economy—according to the author, is a dis- 
tinct, quasi-permanent form of socio-economic organization, and not merely 
a transitional stage between capitalism and socialism (or communism). 
These latter ‘‘isms,”” he claims, referring to ownership of the means of 
production, have indeed become quite inadequate to sum up actual develop- 
ments. The true issue, he finds, is not between capitalism and socialism, 
but between liberalism and “‘state-ism’’ (€tatisme). For the question of 
ownership of the means of production is shown to be of minor importance 
compared to the question regarding the measure and kind of centralized 
state control of the economic and social life of the nations. 

The present study is not intended as a “theory of interventionism,” but 
aims to supply the elements for such a theory “by showing why certain 
methods of interventionism have succeeded, and why others have failed.” 
With this purpose in view it discusses, topically arranged, a great variety 
of forms and methods of state intervention, traditional “‘conservative,”’ and 
recent “‘revolutionary’’ ones. Prime consideration is given to French and 
German policies, next also to the New Deal of the United States, to certain 
phases of Italian corporatism, and to many other forms of state control the 
world over; the soviet economic regime, however, is left for a separate 
monograph of the series. The chief topics discussed are: the rdle of the 
state in public service industries, notably transportation and communication; 
monetary policies; principles of taxation; measures to control economic 
fluctuations such as valorization through restriction and storage of output, 
tariff policies, and public works; war economy and its modern outgrowth; 
autarchy; state control over private economic organizations such as trusts, 
trade associations and trade unions, and various others. 

The author's view is that “‘state-ism’’ is on the march, notwithstanding 
a widespread “‘nostalgia for liberalism.” To be effective, however, it must 
be thorough and all along the line of production, consumption, foreign 
trade, and distribution as in Germany, and not piecemeal as in France and 
the United States. The German policy of autarchy on the other hand, which 
he discusses in considerable detail, he finds not only harmful to all con- 
erned, but also unsuccessful in achieving its goal. 

_ The book is agreeably free from nationalistic animosities. Its “‘state-ist”’ 
dias seems due to the author’s preoccupation with the social-engineering 
rather than the humanistic aspects of the whole problem. The treatment of 
the wide range of topics is at times rather sketchy and not always quite 
accurate (as when the long-dead N.R.A. codes are referred to as though 
still in force). On the other hand the broadness of the approach creates a 
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perspective of socio-economic evolution for issues which, viewed in isola- 
tion, are apt to be mistaken for mere political party maneuvers. The absence 
of an index and a bibliography considerably lessens the usefulness of the 
book for reference purposes 
JOHN V. SPIELMANs 
Washington, D.C. 


NEW BOOKS 

ASAHI, I. The econom: of Japan. (New York: Stechert. 1939, Pp. 
324. $3.) 

ATHERTON, L. E. The p: merchant in mid-America. Univ. of Missouri 
stud., vol. xiv, no. 2. (Columbia: Univ. of Missouri. 1939. Pp. 135. $1.25.) 

BAILEY, K. P. The Ohb: mpany of Virginia and the westward movement. 
1748-1792: a chapter in the history of the colonial frontier. (Glendale, 
Calif.: Arthur H. Clark Co. 1939. Pp. 360. $6.) 

BARNES, H. E. and Becker, H. Social thought from lore to science. Vol. | 
A history and interpretation of man’s ideas about life with his fellows. 
Vol. II. Sociological trends throughout the world, (Boston: Heath. 1938. 
$5; $4.50.) 

BETTELHEIM, C. La planification soviétique. (Patis: Riviére. 1939. Pp. ii, 335. 
45 fr.) 

BOIsSONNET, J. La misére par la surabondance: Karl Marx, pére de la crise 
mondiale. (Paris: Recueil Sirey. 1938. Pp. 221. 35 fr.) 

The book is more of a political pamphlet than a scientific treatise. Starting 
from the experience of the Popular Front government in France, the author 
defends the thesis that the present economic crisis is due to a large extent to 
the class-war attitude of the workers. According to M. Boissonnet’s opinion, the 
workers have exacted a wage level which actually destroys the capital and 
diminishes the national output. He finds a solution for this dangerous situation 
in a reorganization of the national economic system along corporative lines, 
similar to the Italian experiment. 

The author fails to document his contention and he endangers his case seri- 
ously by generalizations; his attempt, e.g., to explain the difficulties of Central 
European governments in the years 1919-1924 and the period of inflation by 
the socialist complexion of these governments, can hardly be considered as 
serious. The book may have a function in the present struggle in France, but 
its importance does not extend further. 

ERICH VOEGELIN 


Bruck, W. F. Social and « nic history of Germany from William II t 
Hitler, 1888-1938: a parative study. (Cardiff: Univ. of Wales Press. 
1938. Pp. xv, 292. 12s. 6d.) 

BUELL, R. L. Poland: key to Europe. (New York: Knopf. 1939. Pp. xi, 364, 
xv. $3.) 

The dismemberment of Czechoslovakia has opened Poland's eyes as to the 
dangers to her own national integrity from the West. But she distrusts 
Soviet Russia probably not less than Czarist Russia though for different 
reasons. Sovietization of Poland is just as unwelcome to leading Polish crcies 
as the Czarist policy of Russification. 


al 
l 
n 
ti 
h 
W 
it 
g 
P 
e 
p 
if 
n 
i] 
l 
Bu 
N 
Col 
( 
EIN 
} 
U 
g 
A 
a 
= 


1939] Economic History and Geography 573 


The political system of Poland is a peculiar blend of democratic and 
authoritarian principles. The semi-dictatorial régime seems to be relatively 
safe because “Poland realizes that a civil war would inevitably mean the 
intervention of Russia and Germany and the consequent loss of inde- 
pendence. No Pole wants Poland to become a second Spain, because the con- 
sequences to Polish independence would be even more serious—namely, a 
new partition.” The American student of European affairs owes sincere 
gratitude to Mr. Buell for his detailed though somewhat “crowded” descrip- 
tion of the economic problems and trends in the young Polish state. 

Following the universal trend toward economic regimentation, Poland 
has been increasing continuously the state control of private business while 
preserving the formal principle of individual enterprise and competition. 
“An opposition against state intervention in economic life . . . , which in 
western countries comes from a large middle class, has hardly manifested 
itself in Poland.’” State ownership extends to railroads, post, and tele- 
graph, as well as many mines, factories, and banks. It is significant for the 
progress of etatism that “one-third of government revenues comes from its 
enterprises and monopolies.” According to Mr. Buell, “. . 8 nage enter- 
prise in Poland is on the defensive and virtually stagnant.” The state man- 
agement of monopolies and enterprises seems to suffer from red tape and 
political favoritism and has caused many serious complaints. Though rich 
in natural resources, Poland depends on the import of various raw ma- 
terials, due to her vigorous trend toward industrialization, and suffers con- 
siderably from the cobweb of world trade barriers. In Mr. Buell’s words, 
“the Polish population is increasing more rapidly than production, which 
means a constantly lowered standard of living.” 

A touch of journalistic fervor seems to have driven the author to a 
rather bold assertion that “Poland holds the key to Europe.” Doubts may 
also arise as to the validity of Mr. Buell’s conviction that “perhaps the 
greatest error of Poland’s foreign policy since the World War has been 
to desert the principle of Slavic unity.” Purely national ambitions in 
Poland tend to make appeals to a broader Slavic unity vague, not to say 
illusory. The pragmatic character of Poland's foreign policy seems hardly 
compatible with such sentimental slogans. They have not been successful 
in the past and have even less prospect in the future. 


Boris M. SCHOENFELDT 


Butter, H. B. The economic factor in international affairs. (Manchester: 
Manchester Univ. Press. 1939. Pp. 36. 1s.) 

Cote, C. W. Colbert and a century of French mercantilism. Vols. 1 and II. 

(New York: Columbia Univ. Press. 1939. Pp. xii, 532; 675. $10, the set.) 

Ht EinziG, P. Economic problems of the next war. (New York: Macmillan. 1939. 

Pp. x, 146. $2.50.) 

With all respect and regret from an admirer of the maestro of the litera- 
364 ture of world finance, it must be admitted that this is a slight little book. 
It is a series of sermons and guesses rather than a treatment of the more 

: delicate problems of war economy and finance. However, if anyone is to 
hon ; go about guessing it may as well be Dr. Einzig, who has so many valuable 
9 facts at his fingertips that the reading cannot be entirely unprofitable. 

— The suspense need not be prolonged. If Germany should embark upon 
_ a world war she and her allies would be completely defeated (see chapter 
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15, “Conclusion: Why Britain will win’). Twenty-nine reasons are given, 
The first four give an idea of how the argument runs: 

1. Because the next war is . . . bound to be a prolonged struggle. 

2. Because in a prolonged struggle the economic factor assumes a grow. 

ing importance. 

. Because from an economic point of view Great Britain and her allies 
would be in a better position than Germany and her allies to stand 
the strain of a long war. 

. Because in a prolonged war the initial advantage possessed by a to. 
talitarian state in the form of a disciplinarian economic system would 
be bound to disappear after a while through the application of eco. 
nomic discipline and organization in the democratic countries. 

Much of the earlier part of the book is devoted to admonishing Great 
Britain to prepare and perhaps actually to begin this economic discipline and 
organization. Organize production for national defense very early. Apply 
conscription (the preface is dated November, 1938) and make it more 
palatable by the simultaneous adoption of industrial conscription. Control 
food consumption and imports as early as possible. Avoid excessive infla- 
tion. And so on for many pages and many policies. 

May the occasion never arise! If it does, may Dr. Einzig be more specific! 

ALZADA COMSTOCK 


E1nzic, P. World finance, 1938-1939. (New York: Macmillan. 1939. Pp. xiv, 
307. $3.) 

“Consequences of Austrian annexation and dismemberment of Czechoslo- 
vakia, struggle of the franc, trade revival, flight of capital, gold dishoarding 
and rehoarding, war and rearmament finance.” 

Forp, G. S., editor. Dictatorship in the modern world. Rev. and enl. ed. 
(Minneapolis: Univ. of Minnesota Press. 1939. Pp. xiv, 362. $3.50.) 
GwEONSE, H., BoyNTon, P. H., and Patyt, M. Hitler’s economic motives: 
a University of Chicago Round Table broadcast. (Chicago: Univ. of Chi- 

cago. 1939. Pp. 16. 10c.) 

Gras, N. S. B. Business and capitalism: an introduction to business history. 
(New York: Crofts. 1939. Pp. xxii, 408. $3.50.) 

GREEN, C. M. Holyoke, Massachusetts: a case history of the Industrial Revo- 
lution in America. (New Haven: Yale Univ. Press. 1939. Pp. ix, 425. $4.) 

GuILLEBAuD, C. W. The economic recovery of Germany from 1933 to the in- 
corporation of Austria in March, 1938. (London and New York: Mac- 
millan. 1939. Pp. xiv, 303. $3.25.) 


HANKE, L., editor. Handbook of Latin American studies: a selective guide to the 
material published in 1937 on anthropology, art, economics, education, folk- 
lore, geography, government, history, international relations, law, language, and 
literature. (Cambridge: Harvard Univ. Press. 1938. Pp. xv, 635. $4.) 

Though following closely on last year’s volume, this issue marks an advance 
over its predecessors in both size and scope. It contains new sections on Br- 
zilian art and on language; and the bibliographical sections, which form the 
larger portion of the book and are its chief reason for being, have been ex 
panded. Furthermore, special articles are more numerous and interesting than 
ever. One of the latter by Professor D. M. Phelps upon “Sources of current 
economic information on Latin America,” with lists of what librarians call 
“continuations,”’ should prove very useful. 


Victor CLARK 
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HanTos, E. Le régionalisme économique en Europe. (Paris: Inst. Internat. de 
Coip. Inteilectuelle. 1939. Pp. 59.) 

HaskELL, H. J. The New Deal in old Rome: how government in the ancient 
world tried to deal with modern problems. (New York: Knopf. 1939. Pp. 
xii, 258, xi. $2.50.) 

This book is the fruit of an attempt by the editor of the Kansas City Star 
to think out for himself the causes of the collapse of the Roman Empire. 
In the process he has observed that the Roman state was faced from time 
to time with economic problems which resemble those which confront the 
United States today and also that Rome tried with varying degrees of success 
to deal with them by means of agencies and policies which parallel many 
of those put into operation under the New Deal. These ancient anticipations 
of modern practice Mr. Haskell has woven into an interesting narrative 
with enough historical background to make their true character intelligible 
to the reader who has no training in Roman history. Using a thoroughly 
up-to-date terminology, he describes in lively fashion the Roman Farm Credit 
Administration, Farm Debt Conciliation, Home Owner's Loan Corpora- 
tion. Public Works Administration, Resettlement Administraion, Small 
Holding acts, and Agricultural Adjustment Administration in their origin, 
scope and efficacy. His reliance upon good authorities and his familiarity 
with public affairs have prevented the author from pressing the ancient 
and modern parallels too closely while emphasizing the fact that the Roman 
experience may have some lessons or, at least, warnings for the states of 
today. 

Little in the book calls for specific criticism. It should have been pointed 
out that there are considerable difficulties in placing the Licinian land laws 
in 367 B.c.; Pompey certainly was not ‘middle-class’; and perhaps the 
lack of a New Deal philosophy in Rome might have been brought out more 
strongly. There are four maps illustrating the expansion of the Roman Em- 
pire, a chronological table, bibliographical appendices, and an index. The 
professional historian will not learn anything from this study, but he 
may be stimulated by the original point of view; others may well read it 
with pleasure and profit. 


A. E. R. Bosak 


Hayes, C. J. H. A political and cultural history of modern Europe. Vol. Il, 
shorter rev. A century of predominantly industrial society since 1830. (New 
York: Macmillan. 1939. Pp. xii, 865. $4.) 

Heruitz, N. Sweden: a modern democracy on ancient foundations. (Minneap- 
oplis: Univ. of Minnesota. 1939. Pp. 140. $2.) 

HIMADEH, S. B., editor. Economic organization of Palestine. (Beirut, Lebanon: 
Am. Univ. of Beirut. 1938. Pp. xxi, 602. 12s. 9d.) 

Howe, G. F. A general history of the United States since 1865. (New York: 
Prentice-Hall. 1939. Pp. xxvii, 654. $3.50.) 

Contains chapters on tariff politics, monetary problems, progressive move- 
ment, growth of huge business, plight of agriculture, banking panic, and 
the depression. 

JOHNSEN, O. A. Norwegische Wirtschaftsgeschichte. (Jena: Fischer. 1939. 
Pp. viii, 590. RM. 30.) 

KIRKLAND, E. C. A history of American economic life. Rev. ed. (New York: 
Crofts. 1939. Pp. xvii, 810. $3.75.) 
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First edition was reviewed in the issue of March, 1933, page 116. In the 
preface of this revised edition, the author states: “To the three eras into 
which I formerly divided economic history I have now added a fourth, 
entitled “Technical change and government policy.’ Roughly I have begun 
this period with the decade 1911-20; I have ended it, as far as possible, 
with the day before yesterday. . . . In addition to the new chapters, the 
last six of the former edition have been rewritten, some very extensively, 
and numerous changes have been made in the earlier chapters as well.” 

Knoop, D. and Jones, G. P. The Scottish mason and the mason word. 
(Manchester: Manchester Univ. Press. 1939. Pp. x, 114. 7s. 6d.) 

McFerrin, J. B. Caldwell and Company: a southern financial empire. (Chapel 
Hill: Univ. of North Carolina Press. 1939. Pp. x, 284. $3.50.) 

May, J. M. F. The coinage of Damastion and the lesser coinages of the Illyro- 
Paeonian region. (New York: Oxford. 1939. Pp. 221. $3.50.) 

NEWFANG, O. World federation. Translated from the French by Pierre 
Gau_t. (New York: Barnes and Noble. 1939. Pp. xi, 121.) 

Pace, T. A. Chilean social laws. A dissertation. Reprinted from American 
Federationist. (Washington: Am. Fed. of Labor. 1939. Pp. 58.) 

PRENTICE, E. P. Hunger and history: the influence of hunger on human bis. 
tory. (New York: Harper. 1939. Pp. xviii, 269. $3.) 

Rist, C. and Pirou, G., and others. De /2 France d’avant guerre a la France 
d’aujourd’hui: vingt-cing ans d’évolution de la structure économique et so- 
cial francaise. (Paris: Recueil Sirey. 1939. Pp. xxiv, 593. 80 fr.) 


Rubin, H. R. Germans in the Cameroons, 1884-1914: a case study in modern 
imperialism. (New Haven: Yale Univ. Press. 1938. Pp. 456. $4.) 

This excellent volume on the occupation, administration and exploitation of 
the Cameroons under the German rule should prove to be of great interest to 
the economist as well as to the historian and sociologist. Professor Rudin’s 
knowledge of his subject seems to be derived from a personal visit as well as 
from a thorough study of the official archives and other sources of information. 

Many interesting conclusions have been drawn from the study: The colony 
never provided an outlet for the German population and probably was never 
even intended for that purpose. The export trade was chiefly in rubber, palm 
products, cacao and ivory and constituted only a small part of total German 
trade. In fact, German imports of Cameroon products were even hampered by 
the import duty at home and the colonial export duty. The two monopolistic 
private concessions did not prove to be highly profitable. A considerable 
amount of money was spent, mostly by private interests, in this early, invest- 
ment stage of imperialism for exploration, transportation facilities, subduing 
of natives, sanitation. In fact, since Germany held the colony for only thirty 
years, very little progress was made in exploiting it. One could hardly speak 
of the Cameroons as profitable, at least in this short period of time, unless such 
matters as betterment of the health of the natives and the prestige of being 2 
colonial power could be evaluated. The trader and his almost undivided atten- 
tion to his own selfish interests comes in for much criticism. In fact, much of 
the trader’s attitude is reminiscent of the days of the American frontier. 

A critical bibliography and map of the Cameroons are included. 

WILLIAM CONRAD KESSLER 


SCANDRETT, J. J. M. The Nazi disease. (Boston: Christopher Pub. House. 
1939. Pp. vii, 141. $1.50.) 
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The implied purpose of this book is to arouse in the lay reader an aware- 
ness of the nature of the problem of living in the same world with Nazi 
Germany. He is told that this Nazi disease is chronic, also contagious. The 
figure is pushed in the presentation of a diagnosis which reveals the disease 
to be group predacity. It is continued in the form of notes on a detailed 
case history, including the patient’s symptoms from infancy in ancient and 
medieval Germany through the aggravation of the malady after 1914. 

Hitler may be mad; but his seeming magic, it is contended, is the result 
of ideas which are centuries old. Without their support he would be power- 
less. Even in his best broadcasting of the doctrines of racial superiority, 
the gospel of force, and the subordination of the individual, he does not 
match in violence the vocabulary in which these same ideas were presented 
long ago. 

The tai of the sickness is, in the author’s opinion, prehistoric. Roman 
observers noted among the Teutonic tribes of the Baltic the mixture of 
idealism and brutality which characterize it today. The fifty pages in which 
are condensed the history of the Germans through medieval and modern 
times are excellent and serve the author's purpose well. Quotations from 
political and intellectual leaders give authentic testimony to the character 
of the philosophy by which the nation lived. 

The malady progressed rapidly under the psychology of defeat and 
under the economic conditions which obtained after the war. Germany was 
by no means ready for democracy and the failure of social democracy was 
inevitable. It is true that “signs of something more wholesome” appeared 
from time to time. The youth movement was such a sign and the voice of 
Walter Rathenau was another. But the deep-rooted patterns of thought 
and feeling all favored the reactionary forces which prevailed. 

The style of presentation is unusual and not always felicitous, in the 
opinion of the reviewer. The opening and closing = may startle the 
reader so that he will not fail to hear the warning they sound; but they 
detract from the impressiveness of the serious and actually enlightening 
study of the German political character which the author has made. 

Amy HEWES 


SCHLESINGER, A. M. The colonial merchants and the American Revolution. 
(New York: Barnes and Noble. 1939. Pp. 647. $10.) 

ScHMpT, C. T. The corporate state in action: Italy under fascism. (New York: 
Oxford Univ. Press. 1939. Pp. 173. $2.25.) 

This book, which follows Dr. Schmidt's earlier monograph on fascist agri- 

cultural policy and draws somewhat on materials therein presented, provides a 
short, at times slightly hypercritical, yet, on the whole, competent and readable 
introduction to the subject of fascist economics. 
_ After a thoughtful discussion of social and economic conditions in pre- 
fascist Italy, the rise of fascism to power and the measures taken for the con- 
solidation of the dictatorial regime, there are four chapters describing, without 
detailed documentation, yet with evident command of the facts, the condition 
of the working classes, of agriculture, industry and trade under fascism and the 
causes and effects of the policy of extreme economic self-sufficiency recently 
adopted by the Italian government. 

The resulting account of present-day Italian economic life, though succinct 
and somewhat over-critical, is, nevertheless, informative and essentially ac- 
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curate. It depicts the plight of both workers and employers under fascism; it 
suggests that the Italian corporate state is, in practice, not an agency for the 
economic self-government of the Italian people as fascist theorists maintain, 
but, rather, an instrument of economic control employed by the fascist state 
for the achievement of its ultimate political ends; it shows, finally, that the 
military preparedness, the colonial expansion, and the extreme economic self. 
sufficiency advocated by the fascists are being paid for, and are likely to con. 
tinue to be paid for in the future, by the mass of the Italian people through a 
lowered standard of living 
WILLIAM G. WELK 


SEE, H. Histoire économique de la France. Tome I. Le moyen dge et l’ancien 
régime. (Paris: Armand Colin. 1939. Pp. xxv, 453. 70 fr.) 

SmiTH, R. and BEASLEY, N. Carter Glass: a biography. (New York: Long. 
mans Green. 1939. Pp. xv, 519. $3.) 

STALEY, E. World economy in transition: technology vs. politics; laissez faire 
vs. planning; power vs. welfare. (New York: Council on Foreign Relations. 
1939, Pp. xi, 340. $3.) 

THOMPSON, C. M. and Jones, F. M. Economic development of the United 
States: a first course. (New York: Macmillan. 1939. Pp. xiii, 794. $3.50.) 

Unwin, G. Gilds and companies of London, (New York: Macmillan. 1939. 
Pp. 417. $3.) 

VEBLEN, T. Imperial Germany and the Industrial Revolution. New ed. (New 
York: Viking. 1939. Pp. xxi, 343. $3.) 

A reprint. Original edition was reviewed by Professor Sidney B. Fay, 
American Economic Review, June, 1916, pages 353-356. The present edition 
has an introduction by Joseph B. Dorfman. 


WALTER, K. The class conflict in Italy. (London: P. S. King. 1938. Pp. x, 137. 
5s.) 

This book contains an undocumented, amazingly uncritical discussion of 
the position of Italian labor under the fascist regime, written by an admirer 
of the fascist corporate state. In Italy, Mr. Walter believes, genuine, democratic 
class collaboration in the national interest has been substituted for antiquated 
class conflict. Under fascism, he writes, “a new people is coming to birth, a 
new economic democracy. A new state, securely based upon the broad founda- 
tions of trade unionism, has taken its place among the great nations.” This is 
the point of view which informs the whole monograph, from the introductory 
chapters on the historical and social backgrounds of the fascist movement to the 
later discussion of the fascist trade unions and their work. 

What Mr. Walter sees is, of course, only the surface. That, it is true, ap- 
pears to the casual observer to be calm enough. What keeps it calm, however, 
is not the wondrous new formula of social organization called the corporate 
state, but, rather, as objective students of fascism have repeatedly shown, the 
complete control and absolute domination of the Italian nation’s political, 
social, and economic life by the ever-present, ever-watchful, and all-powerful 
fascist party. 

WELK 


WRIGHT, C. M. Economic adaptation to a changing world market. (Copenha- 


gen: Einar Munksgaard. 1939. Pp. 305. 10s. 6d.) 
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Anuario bibliografico de la seccién revistas y publicaciones oficiales y periddicas 
en el xxv aniversario de la facultad de ciencias econédmicas. (Buenos Aires: 
Univ. de Buenos Aires. 1938. Pp. 316.) 

Chronique des événements politiques et économiques dans le bassin danubien, 
1918-1936: Roumanie. (Paris: Inst. Internat. de Coop. Intellectuelle. 1938. 
Pp. 144.) 

sedate the thirty-eighth financial and economic annual, 1938. (Tokyo: Govt. 
Printing Office. 1939. Pp. vii, 323. 2 yen.) 

Peaceful change: procedures; population pressure; the colonial question; raw 
materials and markets. Proc. of the 10th Internat. Stud. at sa Paris, 
June 28-July 3, 1937. (Paris: Internat. Inst. of Intellectual Codp. 1938. Pp. 
685.) 

This volume is a lineal descendant of Collective Security (Paris, 1936) 
which reported the proceedings of the Eighth International Studies Confer- 
ence. Its theme is that “no society can function harmoniously if its institu- 
tions are not equipped to provide for the adaptation of its legal framework 
to the dynamic forces which irresistibly dominate it’’ (p. 18); and the goal 
set is the finding of means to “the peaceful settlement of international dif- 
ficulties arising out of the aspirations of non-satisfied peoples” (p. 19). 

The subject-matter of the Conference was divided into four parts: raw 
materials and markets; demographic questions; colonial questions; and 
Danubian problems. Numerous preliminary memoranda on each of these 
topics (some of which have been separately published) were prepared by 
experts, and part 1 of the present volume consists of the four introductory 
reports provided to the members of the Conference prior to its meeting, 
each report analyzing the preliminary memoranda relating to one of the 
main topics and focussing the points to be discussed. Part 2 contains the 
report of round-table discussions and plenary sessions. Part 3 contains a 
number of annexes, including a list of memoranda submitted and a valuable 
general bibliography on the subjects discussed. 

The most interesting part of the volume is to be found in the give and 
take of opinion in the reports of the several round tables. In the discussion 
of raw materials, markets, and colonies the controversial tone was lessened 
by the absence of representatives from the “have-not’’ countries; but there 
was much less than a consensus upon appropriate lines of policy. Discussion 
ran somewhat at nen since some members insisted that the exist- 
ence of relatively autarchic nationalistic states must be accepted as a fact and 
policy adjusted thereto, while others iasisted that the scarcity complained of 
by such states derived from their own policies and would tend to disappear 
with a reopening of international intercourse. A variety of methods of im- 
proving access to basic materials was canvassed, but there was no disposi- 
tion among representatives of colonial countries to admit that transfer of 
colonial territory was an acceptable element in any program. Ultimately the 
discussion reached the political dilemma that the countries most insistent 
upon access to materials want to use them for strengthening armaments with 
which to menace those who could provide them. Thus, in the end, after 
a thoroughly well-informed and thoughtful discussion, there developed little 
optimism concerning the prospects of “peaceful change” by the method of 
concessions of the “haves” to the “‘have-nots.” 

The present volume presents a compact summary of fact and opinion 
and a valuable documentation of the subjects covered, to which will be 
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added a large body of scientific material as the underlying technical studies 
are published. 
P. T. Homan 


République turque: annuaire statistique. Vol. I. 1936-37. (Ankara: Office 
Central de Statistique. Pp. “481 ) 


The annual statistical abstract of the Turkish Republic rm 1936-37, cover- 
ing many data for the last ten years. Titles are in latinized Turkish and in 
French. 

P. H. 


Statistical abstract of the United States, 1938. (Washington: U. S. Dept. of 
Commerce. 1939. Pp. xviii, 882. $1.50.) 

Statistiches Jahrbuch deutscher Gemeinden, 34 Jhrg., Lief. 1. (Jena: Fischer. 
1939. RM. 25.) 


Agriculture, Mining, Forestry, and Fisheries 


The International Distribution of Raw Materials. By HERMAN KRANOLD. 
(New York: Harper. 1939. Pp. xxiv, 269. $3.50.) 

After leaving Germany and before coming to the United States, the 
author taught economics in England to classes drawn largely from the 
laboring population. This book is an outgrowth of that teaching experience. 
Its object is twofold. 

On the one hand, the author wishes to prove that certain widely held 
beliefs are unscientific and not based on fact. Of these false beliefs two 
are dealt with at considerable length—namely, the myths of the particular 
poverty of the so-called ‘“‘have-not’’ nations, Germany, Italy and Japan, and 
of the importance of colonies as producers of raw materials. Other false 
beliefs are treated more briefly, such as the idea that price control schemes 
are injurious to consumer interests; that some purveyors of raw materials 
discriminate on the basis of nationality against some buyers; and, finally, 
that financial control over foreign raw materials enables creditor nations 
to obtain these materials on terms more advantageous than those offered to 
others. In each case, the author’s findings are negative. In his opinion, all 
these beliefs are false, mere ‘‘red herrings drawn across the trail of truth.” 

On the other hand, the book contains a good deal of worth-while infor- 
mation and intelligent interpretation, as well as constructive suggestions 
looking toward a saner and safer economic order on this earth. 

Over half of the book is taken up with statistical tables based on English 
and German source material. Most of them are given in the appendix; 
others are scattered over the first chapter, in which a review of “interna- 
tionally interesting raw materials” is given. This chapter is particularly rich 
in useful comments, revealing a more than ordinary grasp of significant 
relationships and interactions. Among introductions to the study of intet- 
national raw materials this chapter ranks high. 
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Building on this elaborate statistical and explanatory foundation, the 
author proceeds “‘to find out, if it is possible, with some real meaning, to 
measure the strength of the more important countries in terms of a series 
of comprehensive figures” (p. 99). In the analysis, which is confined to 
15 countries and 73 raw materials, the following statistical method is used: 


1. Each country receives 1 point or mark, rounded off to the nearest integer, 
for any amount more than 5 but less than 15 per cent of the total world pro- 
duction of one of the 73 commodities ; 

. These unweighted points, or marks, are multiplied by a ‘‘weighting index’’ 
expressing in thousands the portion which the value of the exports of each 
commodity makes up of the total value of world exports ; 

. The total number of 2,785 weighted marks thus obtained is distributed in 
per cent among the 15 countries; 

{. Populations of the 15 countries are added and for each country the per- 
centage of this total is ascertained ; 

. The weighted index figures (obtained in step 3) are then divided by these 
per cent figures for the population. The resultant quotient is the “index of 
wealth in raw materials.” 


It is evident from the foregoing that this is an index of per capita wealth 
in raw materials. 

Before giving the results an added explanation is necessary. In countries 
owning colonies, both the output of raw materials and the population of 
the colonies is counted. With Great Britain are included crown colonies, 
protectorates and mandated territories. India with Burma and the self- 
governing dominions, on the other hand, are counted separately. The popu- 
lation figures in millions for colonial powers thus arrived at are as follows: 
Japan, 129; France, 106; Great Britain, 104; Holland, 69; Italy, 54. 

The result of Mr. Kranold’s procedure is somewhat startling. He finds 
that there are four “plutocrats’”: Canada (8.3), Australia (7.5), Union 
of South Africa (6), and the United States (4.4); there are four “upper 
middle-class” nations: Russia (1.6), Great Britain (1.5), Germany (1.3) 
and Italy (1); there are four “lower middle-class” nations: Holland (.8), 
Brazil (.8), Japan (.7) and France (.6); and three “‘proletarians”’: Poland 
(.5), India (.4) and China (.1). (The figures in parenthesis are the “in- 
dexes of wealth in raw materials.”’ ) 

Thus, according to the author, the myth of the particular poverty of the 
“have-nots” —Germany, Italy and Japan—is exploded. For we find Ger- 
many and Italy grouped with Russia and Great Britain as “upper middle- 
class,” while France and Holland rank with Brazil and Japan as lower 
middle-class. Moreover, the author claims that his novel re-grouping of 
nations at the same time effectively disposes of the claim that colonies are 
important factors in the international distribution of raw materials. To him 
the tabulation proves that colonies are not criteria of strength. For colony- 
owning Holland and France rank far below colony-less Germany. 
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A critical appraisal of the statistical procedure by which these conclusions 
are reached throws some doubt on their validity. The original points or 
marks, unweighted and unadjusted, give the following grouping: United 
States, 112; Russia, 73; India, 62; Great Britain, 48; Canada, 46; France, 
38; Germany, 36; Japan, 32; China, 18; Italy, 17; Union of South Africa, 
17; Holland, 13; Australia, 11; Brazil, 7; and Poland, 5. Or, British Com- 
monwealth of Nations, including the empire, 184; United States, 112. 
Russia, 73; France, 39; or these four Great Powers together, 407 out of 
a total of 515 marks, leaving 108 for all the rest. 

So far the figures definitely support the popular beliefs which the author 
has set out to dispel. They are therefore subjected to statistical manipulation, 
the first of which is multiplication with a “weighting index.” As was shown, 
the basis chosen for weighting, that is, for determining the relative im- 
portance, is the relative share in total export value. It can hardly be said 
that this is a happy choice. Certain commodities, such as textile fibers, for 
various reasons, move across international boundaries far more freely than 
others, such as brick, machinery, electric power, etc. Oil moves more readily 
than coal. This variation in behavior, which itself has little, if anything, 
to do with the relative importance of the different commodities, renders 
questionable the criterion which the author has chosen for the purpose of 
weighting. It might be the best criterion available. In that case, even the 
best is not good enough. A list of weighting indexes shows the distorted 
effects of the method chosen by the author: iron ore, 5; iron, 4; steel, 4; 
coal, 29; oil, 46; wheat, 20; corn, 8; rice, 13; sugar cane (should probably 
read cane sugar), 9; sugar beets (should probably read beet sugar), 9; rub- 
ber, 13; wood pulp, 10; cotton, 43; silk, 8; electrical energy, 10. 

Nevertheless, the weighting, though scientifically by no means unassail- 
able, does not materially change the original arrangement of countries; for 
we find that the British Commonwealth of Nations has 825 weighted marks, 
the United States 894 (of these 276 are for petroleum and 172 for cotton), 
Russia, 422; and France, 123, giving these four groups 2,264 out of a total 
of 2,785, leaving 521 weighted marks to the rest. 

While the author's method of weighting could be questioned, his next 
step, that of dividing his weighted raw material production indexes by the 
population percentage figures, is clearly indefensible. It is not legitimate 
statistical practice to divide by a figure which does not represent a homoge 
neous reality. Dividing the output of raw materials by the total number 
of inhabitants implies that all inhabitants share in the benefits in a manner 


*Germany, which lags behind France in the unweighted classification, moves ahead in 
the weighted column, and that because of the error of not differentiating between lignite 
and coal. In generally accepted practice, four tons of lignite count as the equivalent ot 
one ton of coal. As a result of this error, Germany receives 29 points in excess of her 
rightful share, raising her total to 140 instead of 111, as compared with 123 for France 
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at least approaching equality. A painstaking statistician, conscious of social 
inequalities among members of the same country or community, might well 
hesitate to consider all the people living in a single country as sufficiently 
homogeneous in this sense. But he will not hesitate to pronounce the as- 
sumption of homogeneity in the case of an entire colonial empire as contrary 
to fact and hence apt to hide rather than reveal the truth. Are the Senegalese 
troops serving in the French army beneficiaries of vanadium, nickel, potash, 
phosphate, and other raw materials produced in French territories in the 
same sense and to the same extent as are the inhabitants of Paris or Mar- 
seilles, or are colonial troops rather to be added to colonial wealth? Are 
coolie laborers assets of the motherland or beneficiaries of the colonial 
estate? Whatever reply is given, homogeneity seems an unwarranted as- 
sumption. 

In order to show how the author's statistical results are warped by this 
methodological flaw, revised figures, obtained by omitting the inhabitants 
of colonial territories from the divisor, are given below: 

1. Canada 7 . USA, ‘ 11. Germany 
2. Australia 6 . Great Britain : 12. Brazil 

3. Netherlands 6 . France , 13. India 

{, Union of South 8. Russia ; 14. Poland 


Africa 5 9. Japan : 15. China .07 
10. Italy 


Or British Commonwealth of Nations (including the empire), 21.3; Neth- 
etlands (including the empire), 6; United States, 3.8; France, 1.5; Russia, 
1.3, with Japan, Italy and Germany again trailing behind with 1.1, 1.0 and 
9, respectively. 

It is not claimed that these figures come closer to revealing the true rela- 
tive strength of nations. Their presentation merely serves to show that the 
author's figures are unreliable because they have been arrived at by a faulty 
statistical method. 

It is easy to exaggerate the “strength” of the three self-governing do- 
minions. All three suffer from an unusual space handicap, a corollary of 
low population density. In such countries a good deal of “strength” is 
dissipated in overcoming this handicap. All three, moreover, are dependent 
on borrowed capital and must, therefore, share their wealth with their 
creditors. The case of the Union of South Africa is further complicated by 
the large output of gold, which accounts for 40 out of her 81 weighted 
points or marks. Incidentally, 7 of her 17 unweighted marks are accounted 
for by osmium and iridium. 

Most discussions of this “have and have-not”’ business are confined to 
the Great Powers. Conformance with this practice would call for the omis- 
ion of Brazil, Poland and China. In view of the essentially political nature 
of this question, such matters as possible or likely alliances, relative naval 
strength, political possession of, or control over, strategic points such as 
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Gibraltar, the Suez Canal, the Panama Canal, the Falkland Islands, Sing:. 
pore, and the ability to take advantage of “cash and carry clauses” in ne. 
trality laws must be taken into consideration. This further undermines thy 
author’s claim to have exploded the myth of (1) the importance of colonia 
production and (2) the particular poverty of the ‘“‘have-nots.” 

Similarly, the author's position that international price control scheme 
and discriminatory trade laws are mythical is hardly tenable. Following Sir 
Norman Angell, the author asserts that Germany has equal access with the 
British to the raw materials supply of the earth. While it is true that there 
is little if any outright discrimination in export tariffs, the same unfortv. 
nately cannot be said of import duties, quotas, and other less overt measures 
applied to imports. Imperial preference, to give but one example, by placing 
greater obstacles in the way of the sale of Japanese and German goods in 
the territories of the British Commonwealth of Nations, indirectly works 
as a discrimination in the sale to Germany of raw materials from thee 
areas. Examples of more flagrant discrimination can no doubt be found 
but this is discrimination.’ 

Similarly, the argument that international raw material price control 
schemes do not harm consumers, because in a world suffering from over 
production the real difficulty is that of getting rid of surpluses rather than 
that of obtaining supplies, is none too sound; for it generalizes too readily 
from a condition of the raw materials markets of the world which is not 
apt to prove either universal or permanent. As the price controlling interests 
are learning from experience, they may become more efficient in production 
control procedure and thus remove the basis of the author’s argument. 

In the light of all this, it can hardly be said that the author has succeeded 
in his negative task, that of bubble-pricking, myth-exploding, and “red 
herring” exposing. He has done much better in his positive task of advo 
cating a saner world order. Leaning toward socialism, he has no great love 
for any of the capitalistic regimes and is a strong believer in international, 
i.e., cosmopolitan, control, a control which holds open the world’s markets 
and sources of supply alike to all on equal terms, and thus releases fot 
constructive work the powerful forces which today are marking time behind 
barriers of both matter and mind. In this section of the book the author 
rises to heights of wisdom and tolerant understanding which makes ont 
happy to forget some of the weaker parts. 

W. ZIMMERMANN 

University of North Carolina 


* Replying to Sir Norman Angell’s version of the Kranold argument, Alvin H. Hansen 
writes: ‘Germans can certainly not obtain wool from Australia on equal terms with the 
British” (Full Recovery and Stagnation, p. 237); and again: ‘The truth is that very may 
countries in the world today find access to raw materials weil-nigh blocked, not because 
they cannot buy but because they cannot sell on terms of substantial equality” (ibid., P 
238). 
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The Birth of the Oil Industry. By PAuL H. Givens. (New York: Mac- 
millan. 1938. Pp. xxxix, 216. $3.00.) 

About 1868 Edwin C. Bell, then in his early twenties, came to the oil 
fields of Western Pennsylvania and engaged in printing and newspaper 
work in Titusville. With unusual historical foresight, Bell acquired during 
a period of fifty years a large assortment of materials relating to the new- 
born and rapidly developing oil industry. Today these rich materials form 
the nucleus of the more extensive collection at the museum of the Drake 
Well Memorial Park, near Titusville. 

Based largely on a study of these materials, supplemented by personal 
interviews with librarians, newspaper editors, oil men and local historians, 
Professor Giddens’ study represents a clearly written, concisely stated and 
smoothly developed story of the oil industry in its formative years. 

Although the name of Rockefeller is indelibly associated with the oil 
industry which he came to dominate during the last quarter of the nineteenth 
century, the insignificant contribution which Rockefeller made to the indus- 
try in its infancy is reflected in the fact that his name does not once appear 
in Professor Giddens’ study. The Rockefeller genius lay in his organizing 
ability and his financial and business acumen. The birth of an oil industry 
involved imaginative foresight, speculative daring and a ruggedness char- 
acteristic of the American pioneer. Men of these qualities, and some of 
lesser virtues, came in hordes to the oil field regions following the comple- 
tion of ““Drake’s Folly” in 1859. It is with their doings that Giddens’ study 
is largely concerned. 

Beginning with a brief account of the earliest available knowledge of 
oil on the American continent, the study proceeds to a consideration of the 
supply-demand situation in illuminants at the middle of the nineteenth 
century. With a decline of whale fisheries and an inadequate supply of lard 
oil, the birth of the oil industry awaited only the discovery of crude oil in 
commercial quantities and the development of a refining technique. These 
were readily forthcoming. 

The story of the Pennsylvania Rock Oil Company and its successor, the 
Seneca Oil Company, of “Drake's Folly’ and the resulting oil boom, of 
the development of refineries, the organization of marketing, of the con- 
fusion of transportation and the development of the first pipe lines, of vast 
‘fortunes made and lost overnight, of over-production and resulting depres- 
sion, is related clearly and in detail. 

This book will prove of interest primarily to economic historians. But 
conomists concerned with the structure, organization, and functioning of 
n industry under conditions roughly approximating the ideals of perfect 

ompetition will find material of value in its pages. 


GEORGE WARD STOCKING 
University of Texas 


Neu- 
the 

emes 
g Sir 

the 

here 
Ortu- 
sures 4 
acing 

ds in 
thes 
ound, 
ontrol 
Over: 
than 
eadily 

is not 
erests 
uction 

t. 

eeded 
1 “red 
advo- 
at love 
tional, 
arkets 
ses for 
behind 
author 
es one 
ANN 
_ Hansea 
with the 
ery many 
because 


H 
586 Reviews and New Books [ September 1936 
NEW BOOKS ELwt 
Apams, T. M. Prices paid by farmers for goods and services and received b cre 
them for farm products, 1790-1871; wages of farm labor, 1780-1937, A Na 
preliminary report. (Burlington: Vermont Agric. Exper. Station. 1939. Pp, GaRS 
54, mimeographed.) 33 
GUST 
ALSBERG, C. L. Durum wheats and their utilization. Wheat studies, vol. XV, be 
no. 7. (Stanford University, Calif.: Food Research Inst. 1939. Pp. 337-364, Pp 
75c.) Hoot 
BAKER, A. E. A graphic summary of farm animals and animal products Un 
(based largely on the census of 1930 and 1935). U. S. Dept. of Agric. misc. , 
pub. no. 269. (Washington: Supt. Docs. 1939. Pp. 88. 10c.) ‘iad 
BRITNELL, G. E. The wheat economy. (Chicago: Univ. of Chicago Press, ee 
Toronto: Univ. of Toronto Press. 1939. Pp. xvi, 259. $2.50.) Ire! 
DANTWALA, M. L. Marketing of raw cotton in India. (New York: Longmans his 
Green. 1938. Pp. xxv, 268. $3.75.) pu 
It is refreshing to turn from the thought of our 13,000,000 bales of cotton per 
carry-over to a review of the more elementary marketing problems of the 19¢ 
second largest cotton growing country of the world. We have come so com. ow! 
pletely to take for granted the market machinery of standard grades, ware. sub 
housing and dissemination of price data that one almost wonders how a crop ers, 
the size of that in India can be marketed without universal standard grades, S 
with watering and adulteration commonly accepted practices, and with the and 
crop dependent for its financing upon private resources and loans from ope 
usurious private money lenders inte 
Mr. Dantwala’s survey of cotton marketing in India is undoubtedly a most fact 
valuable contribution to the trade in that country as it is the first systematic hav 
survey of the field that has been made. To American readers familiar with the of t 
general outline of commodity markets, its chief interest will lie in the his- kine 
torical review of the Indian cotton trade and in the author’s proposals for stuc 
reform in marketing practices. These may be summed up as regulations of the to t 
cotton market and the institution of producers’ codperatives. To us it seems teriz 
difficult to believe that so good a case can be made against the adoption of 
standard grades for a raw material like cotton that the cotton trade itself by re 
and large does not want them. The institution of effective regulation will, NIFER 
under such conditions, come slowly. On the other hand, Mr. Dantwala is ats. 
enthusiastic about the possibility for codperatives in view of the accomplish- MILHA 
ment of those already in existence, and it is to be hoped that his book will be mar 
widely read for what effect it may have in strengthening this movement. OLco1 
econ 
S. J. KENNEDY 76, 
PARKID 
Dev ViLxar, C. A. and GIACHELLO, D. Sistema de tarifas para elevadores de a 
age de servicio publico. Los gastos directos en el costo de explotacin de wes 
os elevadores terminales. Pub. no. 35. (Buenos Aires: Comisioén Nac. ae mill 
Granos y Elevadores. 1939. Pp. 93.) Surrea 
DeuprEE, R. G. The wholesale marketing of fruits and vegetables in Balti ‘ike 
more. Stud. in hist. and pol. sci., ser. 57, no. 2. (Baltimore: Johns Hopkins Pp 
Press. 1939. Pp. 125. $1.25) , 
ELswortH, R. H. Statistics of farmers’ marketing and purchasing cooperatives TAYLO 
1937-38 marketing season. Misc. rep. no. 18. (Washington: Farm Credit neap 


Admin, 1939. Pp. 23.) Pr 
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ELwoop, R. B., and others. Changes in technology and labor mapenomeate in 
crop production: wheat and oats. Rep. no. A-10. (Philadelphia: WPA, 
Nat. Research Project. 1939. Pp. xv, 182. 

GarsipE, A. H. Wool and the wool trade. (New York: Stokes. 1939. Pp. xv, 
331. $2.50. 

GUSTAFSON, A F., and others. Conservation in the United States, by mem- 
bers of the faculty of Cornell University. (Ithaca: Comstock Pub. Co. 1939. 
Pp. 456. $3.) 


Hooker, E. R. Readjustments of agricultural tenure in Ireland, (Chapel Hill: 
Univ. of North Carolina Press. 1938. Pp. xii, 245. $4.) 


This little volume appears at a particularly opportune time in view of the 
current interest in agricultural tenure in the United States. The historical 
background and the various steps in the development of tenure programs in 
Ireland are well outlined by the author. The first chapter sketches briefly the 
historical background and the second reviews various reform acts. Four chap- 
ters consider different stages of the change from tenants to owners. These 
periods are referred to as “Experiment” (1869-1885), “Expansion” (1885- 
1903), “General land purchase” (1903-1922), and “Completion of farm 
ownership program’’ (1922-). Subsequent chapters discuss rehabilitation of a 
submarginal area, land redistribution and a housing program for rural labor- 
ers. 

Students of agricultural tenure are well aware of the fact that problems 
and conditions Giffer so greatly in different countries that a program devel- 


oped to fit one situation may not be adapted for use elsewhere. Those whose 
interest in the problem is more casual probably do not always oa this 


fact fully. Because of this it would have seemed worth while for the author to 
have given some space to the application of the experience of Ireland to a few 
of the problems in the United States. Lack of adequate interpretation of this 
kind will limit the usefulness of the book for the general reader. However, 
students of farm tenure will find in this well-organized book much of interest 
to them. The author has shown commendable care in citing sources of ma- 
terial. 
O. B. JESNESS 
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Puitups, H. A., and others. Agriculture and farm life. (New York: Mac- 
millan. 1939. Pp. 509. $1.48.) 
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Pp. 23. 10c.) 


TayLor, A. E. Why agricultural gluts develop. Day and hour ser. no. 21. (Min- 
neapolis: Univ. of Minnesota Press. 1939. Pp. 29. 25c.) 


Present and prospective surpluses in bread and feed grains, in cotton, sugar, 
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animal fats and vegetable oils, are causing widespread concern among both 
agricultural and business leaders. Many have come to see that these are not 
temporary or exceptional gluts. Taylor finds that “we gradually come to ap- 
preciate that, apart from exceptional crop failures, we seem to tend toward 2 
carry-over, at the end of each crop year, larger than the amount which passed 
into international trade during that year.” 

The world wheat outturn has doubled in less than half a century. What 
accounts for this unexpectedly large achievement? Taylor in this pamphlet 
finds that there have been great improvements in the production of wheat but 
that these are not peculiar to wheat. They apply largely to all major crops and 
are comparable with technological advances in industry. In contrast to these 
supply forces, the rate of growth of population in the white world is receding. 
In addition, the annual intake of food in terms of calories has been slowly 
receding. The author maintains that the picture he has drawn for wheat could 
be comparably reproduced in the coarse grains, sugar, cotton, animal fats 
(outside of butter), and vegetable oil, all in the international sense. The con- 
trast between expanding supply and contracting or stationary demand would 
hold more or less for all. The fact that in the case of foodstuffs no new de. 
mand is invokable, apart from hypothetical improvement of the diet of lower. 
income classes in white countries, as it is invokable technologically in the case 
of other raw materials, adds to the agricultural glut problem. 

Little fault can be found with the author’s analysis and his conclusions te. 
garding prospective agricultural surpluses. But this reviewer disagrees sharply 
with his statement in the concluding sentences. He argues that in most wheat- 
growing countries there are significant areas which are clearly submarginal for 
that purpose and this is the obvious place to begin retraction of wheat acre- 
age, but few signs of such adjustment are to be seen to date. This is certainly 
not a correct statement as far as the United States is concerned. In the North- 
ern Great Plains alone, the federal government has purchased or will have pur- 
chased by June 30, 1939, nearly five million acres, most of which is land that 
was cropped to wheat and is being returned to grass. This constitutes nearly a 
fourth of the area in which these adjustments are being made. Certainly this 
cannot be referred to as “few signs’ of adjustments. These and related ad- 
justments should not be made too hastily for best results. The important thing 
is that adjustments now under way in many of these areas seem headed in the 
right direction, in view of the apparent inevitableness of recurring heavy 
wheat surpluses pointed out in this pamphlet. 


ROLAND R., RENNE 


TIMOSHENKO, V. P. and WorkING, H. World wheat survey and outlook, Ma), 
1939. Wheat studies, vol. xv, no. 8. (Stanford University, Calif.: Food Re- 
search Inst. 1939. Pp. 365-400. 75c.) 

WapbHaM, S. M. and Woon, G. L. Land utilization in Australia. (Melbourne: 
Melbourne Univ. Press. New York: Oxford Univ. Press. 1939. Pp. xix, 
360. 21s.) 

Agricultural income inquiry. Patt 1. Principal farm products. Part U1. Fruits, 
vegetables, and grapes. Part Ill. Supplementary report. (Washington: Supt. 
Docs. 1939. $1.25; $1; 20c.) 

Mineral industry of Alaska in 1937. Geological survey bull. 910-A. (Wash- 
ington: Supt. Docs. 1939. Pp. 113. 35c.) 
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Periodicals issued by farmers’ marketing and purchasing associations. Misc. 


rep. no. 5, rev. (Washington: Farm Credit Admin. 1939. Pp. 19.) 

Proceedings of the Fifth International Conference of Agricultural Economists, 
held at Macdonald College, Canada, 21 August to 28 August, 1938. (New 
York: Oxford. 1939. Pp. 450. $6.) 

A statistical handbook of farmers’ codperatives. Bull. 26. (Washington: Farm 
Credit Admin., Codp. Div. 1939. Pp. 334. 35c.) 

The world coal-mining industry. Vol. 1. Economic conditions. Vol. Il. Social 
conditions. Stud. and rep., ser. B, no. 31. (Geneva and Washington: 
Internat. Labour Office. 1938. Pp. vii, 258; viii, 372. $2; $2.) 

This two-volume study of the world coal-mining industry was originally 
prepared by the International Labor Office for the use of delegates to the 
Technical Tripartite conference on the coal-mining industry which was 
held at Geneva in May, 1938. The primary purpose of the report was to 
afford the necessary background material for a consideration by the confer- 
ence of the question of reducing the hours of work in coal mines. 

The first volume deals with the economic factors that have influenced the 
development of coal mining in the various countries. Relative changes in 
the competitive position of the industry in all of the more important produc- 
ing countries are shown by means of tables and graphs. Special attention 
is given to the growth of regulatory measures and their effect upon world 
trade in coal. 

The second volume surveys the social conditions that prevail in the coal 
industry. It affords a rather detailed summary of the more important phases 
of social legislation in each of the larger producing countries. Both volumes 
are indexed, and the second volume has a statistical appendix covering em- 
ployment, unemployment, wages, hours of work for coal miners in the 
various countries. 

This report is a veritable encyclopedia of information on the world coal- 
mining industry. The material is well organized and is presented factually 
without any evidence of bias. A great deal of the statistical data has been 
converted to index numbers to facilitate international comparisons. The con- 
sistent use of a single year base period, however, tends to be misleading, 
since the implicit assumption of a normal or otherwise acceptable relation- 
ship among the various countries in 1929 is open to question. Nevertheless 
the two volumes cover the subject thoroughly and measure up to the high 
standard of workmanship that the International Labour Office has set in 
its past reports. 

JOHN W. McBrRIDE 
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Buss, C. A. The structure of manufacturing production: a cross-section view. 
(New York: Nat. Bur. of Econ. Research. 1939. Pp. xvii, 231. $2.50.) 

Court, A. T. Men, methods and machines in automobile manufacturing. 
(New York: Automobile Manufacturers Assoc. 1939. Pp. 24.) 

HENNEFRUND, H. E., compiler. The frozen food industry: selected references, 
January, 1937, to March, 1939. Econ. lib. list no. 2. (Washington: U. S. 
Bur. of Agric. Econ, 1939. Pp. 14, mimeographed.) 
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VON KELLER, R. Die Verlagerung der grossstadtischen Industrie: eine win. 
schaftspolitische Studie. (Leipzig: Felix Meiner. 1938. Pp. vii, 160. RM. 
7.50.) 


stress the importance of his proposal as a new investment opportunity. He A 
is rather anxious to prove that his program could be carrie through with 
not too much of additional government spending. His interest belongs, first 
of all, to the social problem of the industrial worker in big cities. His aim 
is ‘‘deglomeration’”” by shifting those industries whose character does not 
necessitate their location in big cities. Through moving selected industries to 
carefully chosen places he wants to induce the more or less automatic shift. 
ing of complementary industries. According to Dr. von Keller the plan will 
have to meet considerable difficulties. He hopes, however, that a combination 


of subsidies, tax exemptions, discriminatory freight rates, etc., will offer C 
inducement enough to the entrepreneur to change the location of his plant. 
Since the industrial worker must by no means be isolated in a dangerous G 


way, the movable industries should not be distributed all over the country 
but rather be concentrated in smaller towns. 

Dr. von Keller estimates the financial problem of his plan for German 
conditions and shows how the cost of the change, if planned a long time 
ahead, could largely be met by those expenditures which have to be made 
anyway. He designs a framework for housing programs which, at not too great 
extra cost, would achieve an advantage worth considering. This problem 
of timing, however, could be worked out more carefully. 

Dr. von Keller's project should be regarded in connection with the idea 
that public works projects will have to fulfill the function of partly te. 
placing lacking investment opportunities in private industry. The financial 
problem would be much easier to solve under this assumption than under 
the case of full employment which the author (regarding German con- 
ditions only) assumes. It is decidedly Dr. von Keller's aim that his plan 
should be carried through with as little interference as possible and should 
be based on the experience of the private entrepreneur. Whether this plan 
fits into the German economy of today is highly questionable. Dr. von Keller 
seems to belong to the rather large group of German economists who believe 
in private initiative and who pretend that the character of the German 
economy has not been changed fundamentally. 


GEORGE N. HALM 


MARSHALL, T. Federal encroachment on industry. (Boston: Christopher Pub. 
House. 1939. Pp. x, 128. $1.50.) 

Written by a lawyer who argues that Congress has subordinated the 
powers of the sovereign states. The federal grasp for power is illustrated by 
the creation of the Agricultural Administration, the Home Owners’ Loan 
Corporation, as well as other agencies. Illustrations are also drawn from 
court decisions. 

Moutton, E. S. Marketing research activities of manufacturers. Market tes. 


Robert von Keller iready known through his interesting study Die 
Kausalzusammenhdans ler Konjunkturbewegung (Leipzig, 1934). His 
new book, called a po, study, sets an aim for long-term planning and 
is therefore of interest for all those who believe in the importance of large. 
scale public planning spending programs. Dr. von Keller does not 
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- ser. no. 21. (Washington: U. S. Dept. of Commerce, Marketing Res. Div. 
f 1939. Pp. ix, 49. 25c.) 

STERN, B. Labor productivity in the boot and shoe industry. Reprinted from 
ie Monthly Labor Review, Feb., 1939. Rep. no. B-6. (Philadelphia: WPA, Nat. 
is Res. Project. 1939. Pp. 22.) 
ad West, M. E. Productivity and employment in selected industries: brick and 
2 tile. Rep. no. N-2. (Philadelphia: WPA, Nat. Res. Project. 1939. Pp. xxv, 
ot 212.) 
de A memorandum on the problem of big business submitted to the Temporary 
th National Economic Committee by the Corporation Survey Committee of the 
rst Twentieth Century Fund. (New York: Twentieth Century Fund. 1939. Pp. 
im 35.) 

\ot 
4 Transportation and Communication 
il NEW BOOKS 
. CUNNINGHAM, W. J. The present railroad crisis. (Philadelphia: Univ. of 
at Pennsylvania Press. 1939. Pp. x, 84. $1.) 

- GLAZEBROOK, B. P. DE T. A history of transportation in Canada. (New Haven: 
tay Yale Univ. Press. Toronto: Ryerson Press. 1938. Pp. xxv, 475. $4.) 

This book is a contribution to the series of studies of Canadian-United 
an States relations now in course of publication under the auspices of the Car- 
me negie Endowment for International Peace. To be iustified of inclusion in 
de such a series, it should have addressed itself primarily to the story of the 
eat manner in which the transportation system of Canada has taken shape in 
em most intimate association (and strenuous competition) with the commerce 

and transportation of the United States. Nevertheless, the author, having 
Jea conceded (p. 151) that the dominating motive of the first railway era in 

re- Canada was the control of the communications of the United States, im- 
cial mediately dismisses it as a “‘will-o’-the-wisp.” Thereafter he pays only a 
der negligible attention to the tremendous influence that this motive, vain as it 
on- may have been, has played in the subsequent development of Canadian trans- 
lan portation, and especially in his own — of Ontario; and he is equally 
uld unmindful of another motive of similar potency, the protection of Canadian 
Jan traffic from deflection to United States routes. Yet another line of treatment 
ller of the subject—of comparable importance in itself, although less appropriate 
eve to the general theme of the series—would have been a consideration of the 
nan manner in which the expansion of the Canadian network of transportation 


has contributed to join the nine widely-separated provinces of Canada within 

a single nominally national union. But even this essentially Canadian aspect 

of the subject has also been disregarded, and that, in large part, through a 

ub most inadequate attention to the story of the development of inland water 

navigation in Canada and to the place such navigation has taken in Canadian 
economic life. 


the The principal contributions of the book are to be found in its accounts 
by of the earlier years of the Grank Trunk enterprise (based upon the Baring 
- papers in the Dominion Archives), of the early competition of the Canadian 


Pacific with the Grand Trunk and other opponents (based upon the Mac- 
donald papers in the Dominion Archives), and of the gradual development 
of the Canadian National system. It also pays detailed attention, at dis- 
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length, to the dubiously pertinent topic of transportation to 
and in the Northwest, in the days of the fur trade (drawing here from the 
recently opened Hudson’s Bay Company archives). It may therefore be said 
of it that it furnishes some sort of historical preface, though incomplete and 
ill-arranged, to the Canadian railway problem of the present day. 

C. P. Wricur 


THORNTON, R. H. British shipping. (New York: Macmillan. 1939. Pp, 311, 
$2.50.) 

WENZEL. Die Gitertarifpolitik der deutschen Reichsbahn mit besonderer 
Beriicksichtigung des Rubrgebietes. Verkehrswissenschaftliche Forschungen, 
Heft 15. (Jena: Fischer. 1939. Pp. 31. RM. 1.50.) 


Trade, Commerce, and Commercial Crises 


NEW BOOKS 


DietricH, E. B. World trade. (New York: Holt. 1939. Pp. vi. 458. $2.75.) 
This is the first book published in this country in about a decade that 
has attempted to cover the field of international commercial policies. A new 
and comprehensive book on this subject was greatly needed. Not only were 
other books out of date; many of the policies now of greatest importance 
were hardly known ten years ago. The relative newness of many of the 
measures discussed made Professor Dietrich’s task a difficult one. The result 
of her efforts is distinctly useful, but its value lies chiefly in the facts pre- 
sented rather than in a critical analysis of particular measures. She has en- 
deavored to approach the subject in a ‘realistic’ manner. “Instruments of 
commercial policy,” she remarks, ‘‘must be streamlined in the quest for 
market opportunities for streamlined products” (p. 393). In the effort to 
be realistic, the author departs more widely from generally accepted eco- 
nomic judgments than is warranted by the analysis she presents. Many of the 
views expressed are more lay than professional in tone. As examples may 
be mentioned her defense of exchange control as having “saved a large 
number of debtor countries from financial chaos” (p. 148), her acceptance 
of some of the cruder fallacies respecting colonies, and her treatment of the 

problem of a merchant marine 

C. R. WHITTLESEY 


Harwoop, E. C. Cause and control of the business cycle. 2nd rev. ed. (Cam- 
bridge: Am. Inst. for Econ. Research. 1939. Pp. vii, 224.) 

The author’s primary intention is to discuss in a popular form one of 
the main causes of the cycle, notably that “condition precedent” which, of 
those recognizable as such “will be most easily controlled or regulated.” In 
connection with this the book expresses the author's views on some funda- 
mental problems of monetary policy. 

As to the main object, Mr. Harwood makes it clear in a simple model 
how credit creation may lead to an inflationary process, the essence of which 
is demonstrated by the fact that aggregate demand becomes greater than the 
cost of production for that output which is actually bought on the market. 
It is then shown how, the legal limits of credit expansion having been 
reached, a restriction of the credit volume may lead to a cumulative process 
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in the deflationary sense. The author has constructed an “index of inflation” 
which is based on the difference between what he calls “investment-type 
assets” of the American banking system and what he calls its “‘savings-type 
liabilities.’ The former item contains lendings “‘on the security of property 
and goods which were not coming to market,” whereas the latter item should 
evidently correspond to something like Robertsonian savings. It cannot be 
seen from the text how these items are derived, but the reader is told that the 
explanation is available from the American Institute for Economic Research. 
As it is obvious that such a classification cannot be carried out statistically 
with any theoretical precision (aggregate savings not being statistically meas- 
urable in any other sense than that in which they would equal aggregate 
investment by definition), the author must be understood to mean that he 
regards the data he has collected as characteristic for the development of the 
two items respectively. His table (p. 69-75) and the corresponding chart 
(p. 77) refer to the period 1914-38, and they indicate a greater rate of in- 
crease of the “investment-type assets” than of the “‘savings-type liabilities” 
for the ascending phases of this period whereas a greater rate of increase of 
the latter than of the former is indicated for the descending phases. 

Mr. Harwood is sharply opposed to government spending in the de- 
pression, mainly for the reason that it is “inflationary” in the above sense. 


WILLIAM FELLNER 


HENDERSON, W. O. The Zollverein. (Cambridge: Cambridge Univ. Press. 
New York: Macmillan. 1938. Pp. xi, 375. $4.50.) 


A hundred years have yielded a vast literature on the subject of the Ger- 
man Zollverein. But this literature is widely scattered and much of it deals 
with special — or special phases or is merely incidental to more general 
historical and economic writings. Dr. Henderson has added little to previous 
findings except some side-lights from archives in Vienna and London. He 
has, however, integrated his findings and those of his predecessors into a 
clear, well-organized, interesting history of the Zollverein. 

This has been accomplished without over-simplification. The story of the 
Zollverein is skillfully interwoven with that of other economic, political, 
and diplomatic developments; the interaction between these and the Zoll- 
verein is brought out at each stage; and the place of the Zollverein among 
the various factors making for the economic progress of Germany, its unifica- 
tion, and the establishment of the empire, is judicially evaluated. 

The author shows acquaintance with an almost overwhelming amount of 
material in divers forms and places and in various languages. The scholar 
will welcome the wealth of bibliographical data accompanying each chapter. 
An exhaustive index fills some twenty-five pages. 

This volume will take its place as the standard work in English on the 
subject. If it does not prove to be a definitive work, it certainly will be of 
great service to laymen and specialists alike. There is timeliness also in its 
appearance just when another re-making of Germany is in progress. 


PAUL S. PEIRCE 


KoopMans, T. Tanker freight rates and tankship building: an analysis of 
cyclical fluctuations. Nr. 27. (Haarlem: Netherlands Econ. Inst. London: 
P. S. King. 1939. Pp. xii, 219. f. 3.) 
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LENICQUE, G. La réorganisation des grandes industries d’exportation en Angle. 
terre. (Paris: Recueil Sirey. 1939. Pp. 120.) 

Pearce, C. A. NRA trade practice programs. (New York: Columbia Univ, 
Press. 1939. Pp. ix, 225. $2.75.) 

In this book a former NRA economist classifies and analyzes the trade 
practice provisions of its codes. Although the appendix requires ten pages 
merely to list them, omitting ‘minor types and variants,” most of the im. 
portant ones can be summarized as follows: (1) control of prices—price 
fixing by the code authority (effective in only four codes), prohibition of 
sales below individual cost (forty cases), and open price filing (two-thirds 
of the total); (2) control of terms of sale—restrictions on quantity dis- 
counts, credit terms, delivery allowances, etc. (the commonest type of rule) ; 
(3) control of production—fixing of quotas (four codes), time limits on 
plant operation (chiefly textiles and apparel), and restrictions on new in- 
vestment (thirty cases); and (4) control of unfair trade a 
against misrepresentation (occasionally), style piracy (chiefly textiles and 
apparel), loss leader merchandising (frequently), etc. Despite a great deal 
of inconsistency, the NRA tended increasingly after 1934 to reject code 
proposals in conflict with free competition. 

According to Mr. Pearce, the first three classes above were aimed at 
destructive competition resulting from pressure of idle capacity, and the 
fourth at tactics considered “unfair” by some competitors. Most price cutting 
was taken care of by the first class, but, when its intent seemed to be to 
bankrupt smaller rivals, it was dealt with by declaration of “emergencies” 
or other applications of the fourth class. The analysis of competition, in 
chapter 1, into (1) prices and terms, (2) product differentiation and sales 
promotion, and (3) “economies,” is interesting; but the third type becomes 
effective only through the first two. The author’s purpose is to show how 
competition becomes destructive, and he stresses concealment of prices and 
terms. 

Mr. Pearce does not evaluate results, but evidently supports the usual 
view of students that code rules were seldom successful. Nor does he make 
suggestions, save possibly in a last-page hint (through a double negative) 
that public agencies should restrict competition. What he does give is a 
careful, well reasoned account of the origins, aims and interrelations of the 
restrictive powers desired by business-men for their trade associations. 

SIMON N. WHITNEY 


PoHLy, C. Les exportations de la France et les nouveaux pays industriels. 
Thése présentée a la faculté des sci. écon. et soc. de I'Univ. de Genéve pour 
l'obtention du grade de docteur és sci. écon. (Geneva: Georg. 1939. Pp. 
138.) 


STOCKMAN, S. K. Transithandeln vid import till Sverige med sarskild hansyn 
till ar 1935: statistiska studier. (Stockholm: Nordiska Bokhandeln i Dis- 
tribution. 1938. Pp. 150, 271*. 15 kr.) 

This volume is a thorough statistical study of the transit trade connected 
with imports into Sweden, with special reference to the year 1935. The study 
is limited to trade in which the Swedish importer bought the goods in 4 
country other than the country of origin. The first part of the book con- 
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sists of 143 pages of textual material, with numerous tables interspersed. 
Following an analysis of the statistical material and an exposition of the 
problem of methodology, the topics dealt with are as follows: character 
of Swedish imports in 1935; the basis and character of transit trade in 
general; the rdle of transit trade in the Swedish import trade in 1935 (this 
trade represented 16.4 per cent of the total imports); the distribution of 
the most important commodities—coffee, mineral oils, wool, cotton and non- 
ferrous metals; the relative importance of the “transit countries” as regards 
Swedish imports—Great Britain, Germany, Denmark, United States, and 
The Netherlands. The second part contains 270 pages of illustrative and 
illuminating tables. 
S. A. ANDERSON 


Wutan, T. S. The English coasting trade, 1600-1750. Tout memorial pub. 
fund, (Manchester: Manchester Univ. Press. 1938. Pp. xiv, 234. 12s. 6d.) 


This painstaking study of the coasting trade is based upon the port books, 
already utilized by a number of students, though for different —. 
The importance of the coastwise trade in coal attracted Professor Nef’s at- 
tention, but it was incidental to his purpose and much remained to be 
done. Dr. Willan has addressed himself to this task with energy and enthu- 
siasm, but concentration on details has led to some loss of perspective. He 
has been quick to assume that nothing could be done to determine the 
relative importance of the coasting trade in the total trade of the Kingdom. 
He gives hitherto unpublished figures for coastwise tonnage of all ports 
except London for the years 1709, 1716, 1723, 1730, 1737, 1744, and 
1751. There are totals for foreign tonnage. The omission of London, is 
of course, unfortunate, but there are general figures for 1701 and 1755 
which would make it possible to supply some of the deficiencies. There 
are figures for the entrances of foreign and coastwise shipping at London 
in 1700 and 1750. For 1628, an enumeration of registered tonnage is 
available which lacks only four counties. (S. P. Dom. Car. I. vol. 155, no. 
31.) The coastwise trade certainly accounted for more than half the total 
sea-borne trade of the Kingdom. 

It is also clear that the coal trade was the largest single item in the coast- 
wise trade, but the other minerals figured in some measure. Iron, lead, tin, 
and stone were important for specific areas. Agricultural products also 
moved about along several coasts, and some quantitative data are available. 
For manufactured goods no satisfactory quantitative material exists. We 
learn also about the crews of the coasters, their wages, and the hazards of 
impressment to man the naval vessels. Coasters were sometimes owned by 
masters who also acted as merchants, but as frequently the captains did not 
engage directly in trade. It is not possible to answer all the questions that 
one would wish; but Dr. Willan has given us the elements essential for 
understanding this transport system that seems remote to generations familiar 
with the steam railroad and the motor. 

ABBOTT PAYSON USHER 


Trade agreement between the United States and the United Kingdom. Vol. 1. 
Introduction: an analysis of the agreement. (Washington: U. S. Tariff Com- 
mission. 1938. Pp. iv, 266.) 
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Accounting, Business Methods, Investments 
and the Exchanges 


Consumer Market Data Handbook: 1939 Edition. By BEN P. HAYNgs and 
Guerry R. SMITH. Dom. commerce ser. no. 102. (Washington: Supt 
Docs. 1939. Pp. xxi, 464. $1.75.) 

The most comprehensive and convenient tabulation of consumer marke 
statistics yet assembled in a single source, this gives 82 statistical series for 
states and counties and between 50 and 70 series for all cities and town; 
with a 1930 population of over 2,500. More data are available for large 
cities than for small cities and towns. Definitions and descriptions of alj 
data appear in the introduction. 

The series were selected to show for each community or area (1) num 
ber of purchasing units, (2) volume and type of business and industry 
(3) total income, and (4) division of the consumer retail dollar between 
kinds of stores. 

Number of purchasing units is measured by 6 series relating to popul: 
tion, families, dwellings, and home ownership as of 1930. The growth of 
population since 1930 (estimated in 1937 to be nearly 7 million) is not 
evenly distributed, of course, and introduces error in comparing single con- 
munities and small geographic areas. Nine series for 1935 on retailing 
wholesaling, manufacturing and number of farms are included to indicate 
volume and type of business and industry. Total income, the third objective, 
is measured by 13 series on employment and payrolls in 1935 as well a 
22 series in a group entitled “Related Indicators of Consumer Purchasing 
Power.” The latter group includes income tax returns by 5 size classes for 
1934 and in total for 1935; passenger automobiles registered, 1936; resi 
dential telephones, 1935; domestic electric meters, 1930; magazine circult- 
tion, 1937; and similar information. 

The division of the consumer retail dollar in 1935 is shown for 11 major 
classes of retail stores. For 10 of these classes there is provided a newly 
devised ‘‘Index of Place in Local Sales.” This index is calculated by e- 
pressing sales of one class of stores as a percentage of total retail sales for 
the city or county and dividing this by a similarly computed percentage 
for the United States as a whole. This index varies widely, as might be 
expected from differences in market densities, in consumer buying habits 
and in the accuracy of retail sales figures for small areas. 

It is well recognized that efficient marketing demands information 0 
market conditions to supplement internal company records. Although full 
knowledge of any market requires data on buying habits and competition, 
measurements of market consuming power by small geographic areas can 
be very helpful in formulating marketing policies, in planning activities 
and in checking efficiency of operations. The authors of this handbook have 
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erformed a real service in assembling in convenient form a variety of 
seful market statistics. 

Effective application of such market statistics, however, requires seasoned 
iudgment. Changes in economic conditions, failure of necessarily general 
series to parallel sales opportunities for specific products, assignment of 

roper weights when more than one series is used, lack of adequate sales 
jata for correlation analysis, predominantly relative rather than absolute 

easurements and other similar difficulties plague the analyst. Furthermore, 
nce the measurement is complete, careful allowance must be made for 
ompetitive activity, distribution coverage, retail trading areas, company 
arketing strategy and similar variables. Although these limitations are 
always present, experience shows that intelligent utilization of such meas- 
rements frequently will reveal opportunities for increasing marketing 
efficiency. In too many instances even the most elementary types of market 
easurement have not been undertaken. 


Ross M. CUNNINGHAM 
Massachusetts Institute of Technolo ey 


The Contract Clause of the Constitution. By BENJAMIN FLETCHER 
WRIGHT, JR. (Cambridge: Harvard Univ. Press. 1938. Pp. xvii, 287. 
$3.50.) 


Seeing that /aissez-faire economics has passed out, economic science be- 
omes state action in control of individual action. The economic terms in 
the Constitution of the United States are contract, property, liberty. The 
egal terms are obligation and due process of law. Mr. Wright, by com- 
prehensive investigation of the literature and decisions, covers all of these 
erms and writes a treatise on American politico-economics as interpreted by 
he Supreme Court. By writing upon the rise and decline of the contract 
‘lause he writes upon its submergence beneath the due process clause, which 
ne dates clear-cut as of the year 1878. 

The contract clause had a resurgence in the depression era of 1934, but 
he court, by taking account of adverse economic conditions, which in pre- 
eding depressions had not been allowed, strengthened yet further the pre- 
dominance of the due process clause. 

After extensive investigation of the Founding Fathers, Wright concludes 
hat in framing the Constitution of 1787 they had in mind, by the clause 
against impairment by the states of the obligation of contracts, only con- 
tacts between private persons, and only that kind of impairment brought 
about by changing the monetary medium of debt-payments. The rise and 
Xpansion of the contract clause at the hands of the Supreme Court was in 
the expanded meanings of the word contract beyond this meaning as in- 
ended by the Framers of the Constitution. He proceeds in detail to examine 
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these expansions. They are not only the expansions made by Justice Marshal] 
in the Dartmouth College case from private monetary contracts to contracts 
between the state and the incorporators and successors designated in a cor. 
porate charter, but also include land grants by the state legislature eve, 
though obtained by bribery, impairment by stay laws, by installment pyy. 
ments, by commodity payments, by setting up competitive corporations o 
municipally-owned competition where monopolies had been granted, by 
impairment of tax exemption clauses, and many other instances of impair 
ment. 

Popular, or ‘democratic,’ indignation against these enlargements of the 
contract clause were not based on economic grounds, but upon interference 
with states’ rights. The same clause against impairment of contracts was 
inserted in the new constitutions of every state admitted before 1865, and 
Justice Taney’s court, until 1864, was as strongly opposed, on economic 
grounds, to impairment of the obligations of contract as had been Marshall's 
court prior to 1835 (62/f). But it had been found, in many cases coming 
before the Supreme Court, that the contract clause was “inelastic.” There 
was needed a “more flexible and inclusive concept,” which was found in 
the due process clause after the adoption of the Fourteenth Amendment, 
and then applied to the Federal Congress under the Fifth Amendment. The 
first due process case, where that clause alone was the basis of the decision, 
was the Minnesota Rate Case, 1890 (100). In these cases property and 
liberty could not be taken by the state without due process of the iaw. 
Liberty became freedom of contract as well as personal liberty. Property 
became vested rights (243). Impairment of contract was merged into im- 
pairment of the value of property. 

The extension of the contract clause to contracts between legislatures and 
private parties became inelastic because there were certain powers which the 
state may not contract away, especially eminent domain and the newly dis 
covered police power (194/f). And the elasticity consisted, as the economist 
would say, in introducing distinctions of degree, where the contract clause 
had been interpreted as an absolute right of property. It was these questions 
of degree that required the Court “to demand that statutes, regardless of 
the provision upon which they are based, must accord with what appeats t0 
the Court to be reasonable.” But “reasonableness is an elusive standard 
which obstinately refuses to be reduced to neat and workable rules” (119). 
However, Wright suggests certain ‘‘tentative conclusions” as to its meaning 
based upon “economic conditions” which may create an emergency, 4s it 
the Minnesota Moratorium case of 1934 (118, 119). 

From the economist’s standpoint there is needed a further treatise by 
Wright on the rise and extension of the due process clause and its doctrine 
of reasonableness, parallel to this outstanding treatise on the contract clause. 

JoHN R. Commons 


University of Wisconsin 
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NEW BOOKS 


BLOOMFIELD, D., editor. Chain stores and legislation. (New York: Wilson. 
1939. Pp. 475. $1.25.) 

CuERNE, L. M., and others. Adjusting your business to the new legislation. 
(New York: Tax Research Inst. of America. 1939. Pp. 1065, loose-leaf. 
$12.85. 

CLARK, . M. Social control of business. 2nd ed. (New York: McGraw-Hill. 
1939. Pp. xvi, 537. $4, school ed.; $5, trade ed.) 

GuMAN, S. Accounting concepts of profit. (New York: Ronald. 1939. Pp. 
xv, 653. $5.) 

GorDON, L. J. Economics for consumers. (Cincinnati: Am. Book Co. 1939. 
Pp. x, 638.) 

The problems of consumers are at least threefold. It is clear, from the 
first section of this book, that the author recognizes this. First, certain wants 
being given, how make the best combinations and the best buys in the exist- 
ing situation, particularly on the existing market. Second, how might prices 
be lower and qualities higher if ‘production and marketing practices were 
more efficient and controls more effective. Third, what determines initial 
choice-making and what influences, market and other, play upon consumers 
or guide them in their selections. 

The first problem, planning and making the best buys on the existing 
market, is the easiest to handle. In connection with it the author discusses 
fraud, advertising, price appeal, installment buying, standardization, and 
gives advice in buying insurance and shelter, in making investments and 
in budgeting in general. Something over a third of the book falls within this 
category. But it is not his main purpose, the author says, to present ‘‘factual 
information and rules of buying procedure.” 

Under the second problem, there are many issues as to improved quality 
and lower prices under a gangs and marketing system more efficient or 
more effectively controlled. Here would come such matters as imperfect 
competition, monopoly and the relation of government to it, effects of adver- 
tising on price and quality, consumers’ codperation and economic planning 
by the government. Monopoly as such receives little attention, though price- 
fixing laws, which the author recognizes as undesirable, are discussed in 
a chapter called “Government aids: positive.” Much more might have been 
said about the part played by pressure groups, industrial and agricultural, 
in obscuring consumers’ interests. Effects of the tariff are mentioned, but 
the implication is incorrect that tariffs raise prices to consumers by the full 
amount of the rates. There is a good brief discussion of the effect of adver- 
tising on large-scale economies. “Codperation alone makes consumer control 
a reality,” says the author, and he gives 50 pages to the perennially hope- 
ful movement of consumers’ codperation. Also he recommends centralized 
government supervision and control through federal, state and municipal 
consumer departments. It would have been well for him to indicate that not 
all economists believe such centralization the best way for the government to 
meet consumers’ needs. 

_ What appears to the reviewer the greatest omission of the book occurs 
in connection with the third and in many ways the most difficult problem, 
the choice-making process. The author has little to say about purchasing 
power as a factor in choice, and devotes small attention to either income or 
prices in their function of determinants of demand. He does, however, ade- 
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uately recognize the importance of custom and emulation. He discusses pro. 
pate, actions in directing and creating wants for their own profit ah 
takes up the authoritarian control of choice. In his discussion of wants the 
author is confining his attention directly to the American scene. Wants are, 
of course, very largely cultural products and so can be finally understood 
only in relation to the philosophy of peoples and their integrated standards 
of living. 

The questions for discussion and problems at the end of each chapter do a 
good job in relating the subject matter of the book to the student's own in. 
terests and experience. 


ELIZABETH E, Hoyt 


Harpy, C. O. Odd-lot trading on the New York Stock Exchange. (Washing. 
ton: Brookings Inst. 1939. Pp. x, 192. $1.50.) 

This study was undertaken by the Brookings Institution at the suggestion 
of the three principal odd-lot dealers of the New York Stock Exchange, and 
without question constitutes the clearest explanation of odd-lot tra ing as 
yet published. The author’s treatment is technical and detailed and assumes 
that his readers are already acquainted with ordinary stock-market proce: 
dure. 

Briefly the book sets out to explain how odd-lot orders are executed. It 
describes the lagging effect on the demand and supply of less than 100-share 
orders to buy and sell; it analyzes the problems that beset odd-lot dealers 
(largely problems of cost, service, and competition), and finally it offers an 
appraisal of alternative proposals for handling this type of orders. 

In general the author is of the opinion that the public will be served 
best by a continuation of the present system: 7.e., a situation in which a few 
dealers monopolize the business as a whole but compete stiffly with each 
other. 


J. EITEMAN 


HEIMANN, H. H. America’s balance sheet. (New York: Nat. Assoc. of Credit 
Men. 1939. Pp. 355.) 

HOLLERAN, O. C. Basic industrial markets in the United States: paint, varnish, 
and lacquer industry. Market res. ser. no. 14.5. (Washington: U. S. Dept. 
of Commerce, Marketing Res. Div. 1939. Pp 31. 10c.) 

IsakoF, J. F. The Public Works Administration. (Urbana: Univ. of Illinois 
Press. 1938. Pp. 166. $2.) 


The author of this study is careful to warn us in his preface and elsewhere 
that his approach to the subject is from the governmental and administrative 
angle rather than from the economic. Yet, as a demonstration that there are 
really no water-tight compartments in the social sciences, there is much here 
of interest to the economist and particularly to specialists in that hybrid 
form which we call “public finance.” Earlier chapters describe the develop- 
ment and permutations of the P.W.A.; and at several points before the end 
the writer betrays his hope that, even though this organization itself will 
have its day and pass away, there may be some residuum of experience and 
some permanent planning and administrative agency, my through the 
present National Resources Committee, which will unify the construction 
activities of the national government during both normal and depression 


periods. 
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Other topics discussed with much keenness and patience are: the per- 
sonnel policies of the P.W.A. which Mr. Isakoff finds not too bad in spite 
of the exemption from civil service requirements; the question of whether 
the tail has not sometimes wagged the dog when the large discretion as to 
projects given to the administrator and his subordinates has committed or 
tended to commit Congress to undertakings which that body would not 
have approved directly; the rules followed in granting aid to non-federal 
projects and the danger of putting a premium upon improvidence and 
impecuniosity on the part of local governments; the care taken regarding legal 
matters and the rather anomalous situation where this federal agency has 
been found lobbying for enabling legislation from state bodies; the methods 
of letting contracts and the policies as to selecting labor from local relief 
rolls, wages to be paid, materials to be bought, etc.; and the matter of pay- 
ments to localities in lieu of taxes lost through government housing projects. 

In estimating the net effect of the P.W.A. on employment, allowing for 
“primary indirect” and “secondary indirect” as well as direct or “on-site” 
demand, the writer concludes that “it has not been demonstrated that the 
actual expenditures by the P.W.A. (less than $3,000,000,000 over a period 
of four and one-half years) were large enough to justify the expectation 
that they would counteract the forces of business depression in any marked 
degree” (p. 144). In fact, its inability to dramatize its employment-creating 
possibilities has been an important factor in the somewhat niggardly alloca- 
tion of funds to this agency as compared with some others. 

The vividness of the description and analysis in the book might have 
been increased if, without a scientific accuracy and frigidity, other 
personalities besides that of Mr. Ickes could have been referred to, and if 
there had been more citation of concrete cases and decisions. 


WARREN B. CATLIN 


JerretTT, H. D. The theory of real property valuation. (Sacramento: Author, 
2941 Highland Ave. 1938. Pp. 335. $5.) 

KANZER, E. M. and GERSTENBERG, C. W. Essentials of business law. Rev. ed. 
(New York: Prentice-Hall. 1939. Pp. 543. $1.60.) 

Kemp, H. R., editor. Canadian sities problems: ten essays. (Chicago: 
Univ. of Chicago Press. Toronto: Univ. of Toronto Press. 1939. Pp. vii, 152. 
$2.50.) 

KouHLER, E. L. Solutions for advanced accounting problems. (New York: 
Prentice-Hall. 1939. Pp. 443, loose-leaf. $4.) 

McCartny, J. E. The physical assets of the State of Indiana and the earnings 
and distribution of income of Indiana corporations, 1936. Reprinted from 
Report of the Indiana Tax Study Commission. (Notre Dame: Univ. of 
Notre Dame. 1939. Pp. 115.) 

McNair, M. P. Operating results of department and specialty stores in 1938. 
Bull. no. 109, (Boston: Harvard Univ. Bur. of Business Research. 1939. Pp. 
vi, 30. $2.50.) 

MAcNEAL, K. Truth in accounting. (Philadelphia: Univ. of Pennsylvania 
Press. 1939, Pp. xvii, 334. $3.50.) 

MayNarD, H. H., WEmLER, W. C. and BECKMAN, T. N. Principles of market- 
ing. 3rd ed. (New York: Ronald. 1939. Pp. xxi, 700. $4.50.) 


_ This is the third edition of a fine book by the marketing trio of Ohio 
State University. The original version was published in 1927, and five years 
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later it was revised. The reason for another edition is the familiar one: 
‘Marketing does march on” (p. v), and important changes have taken place 
in the field. Recent legislation and factual data are necessary to provide the 
student with forward-looking and fully up-to-date textbook” —an obvious 
essential. 

The authors have fulfilled the reader’s expectations. The revision con. 
tains considerable new information that has been gathered by the three 
Censuses of Business and other research agencies. It has been brought down 
to date by incorporating significant legislation of the past decade. Further, 
the text has been improved by a number of pedagogical devices that will aid 
the instructor in the presentation of the material. The functional approach 
has been maintained, in the main, but consideration is given to ma: eting 
institutions and the marketing of a selected number of commodities. Histori- 
cal material and cost data are presented as opportunity permits, so as to weave 
“a pattern that reflects realistically our marketing system, with its functioning 
or life standing out in bold relief’ (p. 17). 

Three new chapters strike the eye. Deserving a red star is the chapter 
on supermarkets, retail institutions offering “a relatively large and complete 
stock” of food products and having as their principal appeals “price, mass 
display, wide assortments, and convenient parking” (pp. 172-173). Follow. 
ing the lead of Copeland, Hoyt,? Phillips,* Vaile and others, the authors have 
added a chapter on the consumer in our marketing system. The final chapter 
treats of the relation of the government to marketing. 

The text has merit. The writers are to be commended for laying greater 
emphasis on the principles of marketing and less on the purely descriptive 
and informative. They have maintained a satisfactory social point of view. 
The book fairly bristles with illustrative graphs and tables that will appeal 
strongly to devotees of blackboard and chalk. 

J. S. Rosinson 


MeriaM, L. Public personnel problems from the standpoint of the operating 
officer. (Washington: Brookings Inst. 1938. Pp. xii, 440. $3.) 

Economists would do well to read Meriam’s new 14-chapter volume on 
public personnel, because it is distinct in its approach for three reasons: 
(1) It is non-technical, in no sense a textbook to replace Mosher and 
Kingsley’s Public Personnel Administration; instead it is general, readable, 
studded with “‘cases.’” (2) It is written from the standpoint not of the cen- 
tral Civil Service Commission but of the “operating officer” in the line 
agencies. (3) It is a down-to-earth discussion of federal personnel administra- 
tion by a former practitioner in the federal government. 

The usual phases of personnel administration are given a chapter each, the 
best of which are the chapters on ‘‘Morale and discipline’ and “Retirement.” 
Also commendatory are the author’s proposals for educational leave and for 
limitation of the personnel officer's rdle to that of staff adviser and consultant. 

There are two schools of thought among students of public personnel 
on the question of the establishment of an “administrative corps” in the 
public service. In Meriam’s new book there are indirect references to the 


* Reviewed in Am. Econ. Rev., June, 1928, pp. 303-305, and Sept., 1932, p. 506. 
* Reviewed in Sept., 1929, pp. 513-515. 
* Reviewed in March, 1939, pp. 152-153. 
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writings of the opposing school of thought, which espouses the establishment 
of an administrative corps of some 2,000 members in the federal government 
and believes that there ought to be careers in the federal service for such 
people. Meriam recognizes the need for more administrative leadership in 
Washington agencies but doubts that the “general administrator” would 
supply the deficiency. 

From a few of Meriam’s conclusions the reviewer must dissent, the most 
important of which is his objection to the one-man administrator plan, which 
has worked so well in Maryland and which has been proposed by the Presi- 
dent’s Committee on Administrative Management for adoption in the federal 
government. As a former staff member of the central personnel agency 
at Washington, the reviewer is prepared to hold that the one thing most 
definitely needed in that agency is concentration of administrative authority. 
The individual members of the Civil Service Commission since 1933 stand 
high in ability and integrity. However, the board-type organization is un- 
suited to prompt and progressive action or administrative leadership. No 
matter how capable the three commissioners are individually, they cannot be 
efficient collectively. Meriam makes out a good case for the board-type or- 
ganization (for there is a case, occasionally), but the argument does not fit 
the Civil Service Commission. The point that its duties are judicial (pp. 353- 
355) is specious and overlooks the fact that almost all of its most important 
duties are distinctly administrative. There is scarcely more reason for a 
board-type organization for the civil service agency than for the Department 
of Agriculture, the Public Works Administration, the Bureau of Labor Sta- 
tistics, or the Public Health Service. 

The volume is generally pertinent for three reasons: (1) It is timely, 
in that it will be useful to the departmental personnel directors who assume 
their duties this spring as a result of the President’s executive order of June 
24, 1938, which requires the establishment of divisions of personnel super- 
vision and management. (2) It is the first comprehensive Secatslen “from 
the standpoint of the operating officer.” (3) It presents the “other side” 
of a good many questions. Although the reviewer is not in accord with 
Meriam’s main conclusion regarding organization for public personnel, it is 
certainly well, in the interest of fair and clear thinking, to have both sides 
presented. With these reservations, a perusal of the book may be recom- 
mended. 

Lewis B. Sims 


MILLER, H. S. Price control in fascist Italy. (New York: Columbia Univ. 1938. 


Pp. 146. $2.) 


This study outlines the aims, methods, extent and success of price fixing 
in Italy, which was seriously begun only in 1935. The announced purposes, 
while not clear-cut and consistent, include protection of both consumer and 
producer (the latter being willing to trade his freedom for insurance against 
price cutting), reduction of export costs, and exclusion of imports. Prices 
are set at Rome and modified for local conditions by government-employer- 
employee committees. The principle of representative firm cost is frequently 
used, but the cost analysis is often inadequate, and long periods of rigid prices 
are noticed. Only a few luxuries, and unpredictable items like vegetables, are 
free from retail and wholesale price control. 
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Although there is little evidence on violations, the author believes the 
maximum price lists—which are posted in all shops—are probably well en. 
forced. The index numbers of wages and prices are so poor that not much 
is known as to economic effects, but a slow, steady price rise seems to have 
occurred, overtaken sporadically by wage boosts. Thus real wages, kept from 
rising by the high prices of bread, sugar, etc., due to the self-sufficiency 
campaign, have at least fallen little, if at all. 


SIMON N. WHITNEY 


New ove, G. H., and others. Intermediate accounting. (Boston: Heath. 1939, 
Pp. 848. $4.50.) 

PALUMBO, P. Ragioneria ed economia corporativa. (Palermo: F. Ciuni. 1939, 
Pp. 29. L. 3.) 

Pearce, C. A. NRA trade practice programs. (New York: Columbia Univ, 
Press. 1939. Pp. 234. $2.75. 


— 


PERAZICH, G., SCHIMMEL, H. and ROSENBERG, B. Industrial instruments and 
changing technology. Rep. no. M-1. (Philadelphia: WPA. 1938. Pp. xi, 148.) 


“These industrial instruments increase the productivity of labor in industry 
by permitting changes in processes, by increasing the productive capacity of 
installed machinery, by reducing fuel consumption, —— of materials, or 
machinery stoppages, or by providing records on the basis of which manage. 
ment may improve the utilization of its labor force and the flow of work in 
process.” 


PHELPS, C. W. Retail credit fundamentals: official textbook of the National 
Retail Credit Association. (St. Louis: Nat. Retail Credit Assoc. 1938. Pp. 
xiii, 318.) 

With the aim of treating “only those basic functions which every em- 
ployee in the credit department should be expected to know . . .” this book 
is one project in the educational program of the National Retail Credit As- 
sociation. A second volume is planned to cover more advanced problems. 
The presentation, which includes much descriptive material of optional 
methods of operation, is logically enough organized into three parts: (1) 
securing business, (2) controlling the account, and (3) collecting, ie, 
it follows through the normal credit cycle. 

The basic theme is not “credits” or ‘‘collections” but rather the “man- 
agement of credit sales.” A nice balance of emphasis is maintained between 
credit as a sales tool and the need to “educate the customer to pay promptly.” 
Effective use of the credit department in reviving inactive accounts, in di- 
recting store attention to ‘‘one-department’’ customers, and in generally fa- 
cilitating store service is given well deserved attention. 

Though containing little that is startingly new, this volume should be 
useful to the experienced credit sales manager as a review of his own prac- 
tices and to the less advanced employee as an introduction to the credit prob- 
lem and its relation to the store as a whole, and a better understanding of 
the “why’’ of activities in which he participates, 


GERALD B. TALLMAN 
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he PorTER, S. F. How to make money in government bonds. (New York: 
_n- Harper. 1939. Pp. xiv, 238. $3.) 
ch Written in popular style, this book discusses with a fair degree of com- 
we pleteness an increasingly important segment of our securities market. The 
om first five chapters deal with the creation of the government bond market, 
cy definitions, trading methods, and free riding. This part of the book re we 
criticized as over-emphasizing the trading possibilities in government bonds. 
“Free riding,’ discussed at some length in the text, ordinarily implies the 
purchasing of commodities or securities, a subsequent sale and profit, with- 
out the use of any cash on the part of the purchaser. In the strict sense of 
9. the word, free riding is impossible in connection with new government issues. 
The Treasury Department, to be sure, has consistently offered to the public 
9. new issues at a price differential lower than that at which comparable out- 
standing issues have been selling in order to assure successful sale of such 
iV, issues. This profit is ordinarily regarded as similar to the underwriting profit 
allowed by corporations in connection with the sale of their issues. No sub- 
scription to government bonds, however, is taken without a cash deposit; and 
nd full cash payment must be made for the total amount of allotments prior 
.) to the delivery of such bonds, which is quite different from the epee free- 
try tiding operation in corporate securities, where no cash is required until de- 
of livery is made. ; 
er Chapters dealing with factors governing movements of United States 
oe. securities, the relation of excess reserves to the government bond market 
‘® and interest rates, and the effect of gold movements on the government 
markets are well written and contain material of interest, not only to the lay 
reader, but to the technical investor. 

Chapters dealing with the government's borrowing requirements, control of 
nal the government market, technical description of government debt, and an 
PP. analysis of the control exercised over the government market are likewise 

worthy of careful reading. 
m- In the appendix are contained data dealing with the Treasury financing, 
0k bank investments, and bank excess reserves, as well as the listing of histori- 
As. cal events since 1929 that were of importance in the movements of govern- 
ns. ment bond prices. The bibliography is too sketchy to be of value. 
nal Portions of the book could be used for reference purposes in courses on 
1) investments. Its greatest appeal, however, will be to investment counsellors 
by and to individuals charged with handling funds invested partially or wholly 
in public securities. 
an- R. E. BADGER 
x PucH, B. H. A better way to make money: stock and grain market investing. 
ws (New York: Ronald. 1939. Pp. 314. $3.50.) 
fa. RatcuiFF, R. U. The problem of retail site selection, Michigan bus. stud. vol. 
ix, no. 1. (Ann Arbor: Univ. of Michigan. 1939. Pp. 93. $1.) 
be RAUTENSTRAUCH, W. The economics of business enterprise. (New York: 
* Wiley. 1939. Pp. xiv, 445. $4.) 
. SALIERS, E. A. Depreciation: principles and applications. 3rd ed. (New York: 
of Ronald. 1939. Pp. xi, 482. $5.) 


Professor Saliers’ Principles of Depreciation was published in 1915; it 
was revised in 1922 under the title, Depreciation: Principles and Applica- 
tions; and this third edition is a revision of the 1922 volume. Moreover, as 


606 Reviews and New Books [ September 


great progress has been made toward better understanding of both the 
physical and financial aspects of depreciation between 1922 and 1939, » 
has the revision of the present volume been thorough and complete. The 
physical volume itself has been reduced from 590 to 482 pages, with , 
rearrangement of the chapters and the pertinent subject-matter. This does no 
begin, however, to tell the story of the relatively complete revision of the 
textual material. 

The present volume, in the opinion of the reviewer. is a tribute to the 
scholarship of the author. The chapters are well organized, the material 
clearly gay and the phases of depreciation which cause greatest con. 
cern today to the managers of industrial and commercial businesses are care. 
fully considered. Among these may be mentioned depreciation in relation 
to the accurate determination of operating costs, current depreciation and 
the income statement, relation of depreciation to working capital, United 
States Treasury policy and Court interpretations as regards depreciation, 
depreciation in both the United States and Great Britain in the computation 
of income taxes, and various other equally important matters. Where it is 
necessary to do so the author clearly and fearlessly presents his own beliefs 
and points of view. Depreciation will obviously continue to have its con. 
troversial points, and no reader will agree entirely with the author; never. 
theless Professor Saliers in this new edition of his book has added materially 
to our knowledge and has stimulated our thinking on the subject. 

J. Jackson 


SANDERS, T. H., and others. A statement of accounting principles. (New 
York: Am. Inst. of Accountants. 1938. Pp. 154. 75c.) 

SCHNEIDER, E. Einfihrung in die Grundfragen des industriellen Rechnung:- 
wesens. (Kopenhagen: G. E. C. Gad. 1939. i ix, 180. 10 Kr.) 

SHERWOOD, J. F. Federal tax accounting. 10th ed. (Cincinnati: South-Westem 
Pub. Co. 1938. Pp. 469, loose-leaf. $3.20.) 

SmiTH, D. Growth of business activity in Puerto Rico and underlying causes 
(Washington: Assoc. of Sugar Producers of Puerto Rico. 1938. Pp. 42. 
Gratis. ) 

SPENGLER, E. H. and KLEIN, J. Introduction to business. 2nd ed. (New York: 
McGraw-Hill. 1939. Pp. xvi, 786. $4.) 

Vito, F. I sindacati industriali: consorzti e gruppi. 3rd rev. ed. (Milan: 
Giuffré. 1939. Pp. 195. L. 25.) 

WALKER, F. R. Practical accounting and cost keeping for contractors. (Chi- 
cago: Frank R. Walker Co. 1938. Pp. 170. $2.50.) 

Weimer, A. M. and Hoyt, H. Principles of urban real estate. (New York: 
Ronald. 1939. Pp. xiv, 332. $4.) 

Chapters on urban development, real estate market and cycle, valuation of 
real estate, and financing of real estate. 

WEISSMAN, R. L. The new Wall Street. (New York: Harper. 1939. Pp. x, 308. 
$3.) 

Wooster, J. W., Jr. Bankers’ handbook of bond investment. (New York: 
Harper. 1939. Pp. ix, 249. $3.) 

Commodity year book, 1939. (New York: Commodity Research Bur. 1939. 
Pp. 608. $7.50.) 

Developments in company vacation plans. Stud. in personnel policy no. 13. 
(New York: Nat. Industrial Conf. Board. 1939. Pp. 23.) . 

Hearing, 76th Congress, 1st session, Committee on Interstate and Foreign 
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the Commerce, House, on H. R. 3395, to promote business and economic research 
50 in the United States by establishing and maintaining, in connection with 
The state university schools of business administration, research stations to co- 
¥ operate with the Department of Commerce, April 3 1939. (Washington: 
not Supt. Docs. 1939. Pp. 101. 15c.) 
the svestment trusts and investment companies: report of the Securities and Ex- 
change Commission pursuant to Section 30 of the Public Utility Holding 
the Company act of 1935. Part 1. The nature, classification, and origins of invest- 
tial ment trusts and investment companies. (Washington: Securities and Ex- 
“0n- change Commission. 1939. Pp. viii, 158.) 
are. ecurities and Exchange Commission: report on investment trusts and invest- 
tion ment companies pursuant to Section 30 of the Public Utility Holding Com- 
and pany act of 1935. Part 2. Statistical survey of investment trusts and invest- 
ited ment companies. Vol. iii, ch. v. Ownership and control of investment trusts 
ion, and investment companies. Patt 3. Abuses and deficiencies in the organiza- 
tion tion and operation of investment trusts and investment companies. Ch. i. 
t is Background of investment company industry in relation to abuses. Ch. ii. 
iefs Detailed histories of various investment trusts and investment companies. 
con- (Washington: Securities and Exchange Commission. 1939. Pp. vi, 91; 64; 
391.) 
ally elected information on department stores with annual sales over $10,000,000 
each registered under the Securities Exchange act of 1934 at June 30, 1938. 
N Selected information on manufacturers of office machinery and equipment 
registered under the Securities Exchange act of 1934 at June 30, 1938. (New 
New York: Securities and Exchange Commission. 1939. Pp. 85; 57.) 
ngs Capital and Capitalistic Organization 
tern he English Business Company after the Bubble Act, 1720-1800. By 
a ARMAND BUDINGTON DuBots. Pubs. of the Foundation for Research 
ry in Legal Hist., Columbia Univ. School of Law. (New York: Com- 
monwealth Fund. 1938. Pp. xxii, 522. $5.00.) 
ork: This book is primarily a contribution to legal history but it is also of 
fan: alue to economic history and to business history. It deals with incorporated 
. nd unincorporated joint-stock companies during the eighty years following 
Chi- e South Sea Bubble. It carries on the story told by W. R. Scott in his 
iree-volume history, though it does not give so much of the economic back- 
ork: round, 
a The findings of the author may be briefly summarized. The Act of 1720 
as effective in checking the formation of corporations. In the period 1740- 
308. 0, however, the unincorporated company became an accepted substitute by 
a he adoption of various devices, including the use of trustees to hold prop- 
ork: tty. During the period 1770-1800 there were few corporations; but this 
939 act did not hold back the Industrial Revolution, because of the ease and 


uccess in forming unincorporated companies which possessed so many of 
he efficient attributes of the corporation. The unincorporated company even 
aimed limited liability, though the courts would not allow this claim. 
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great progress has been made toward better understanding of both the 
physical and financial aspects of depreciation between 1922 and 1939, s0 
has the revision of the present volume been thorough and complete. The 
physical volume itself has been reduced from 590 to 482 pages, with a 
rearrangement of the chapters and the pertinent subject-matter. This does not 
begin, however, to tell the story of the relatively complete revision of the 
textual material. 

The present volume, in the opinion of the reviewer. is a tribute to the 
scholarship of the author. The chapters are well organized, the material 
clearly presented, and the phases of depreciation which cause greatest con- 
cern today to the managers of industrial and commercial businesses are care- 
fully considered. Among these may be mentioned depreciation in relation 
to the accurate determination of operating costs, current depreciation and 
the income statement, relation of depreciation to working capital, United 
States Treasury policy and Court interpretations as regards depreciation, 
depreciation in both the United States and Great Britain in the computation 
of income taxes, and various other equally important matters. Where it is 
necessary to do so the author clearly and fearlessly presents his own beliefs 
and points of view. Depreciation will obviously continue to have its con- 
troversial points, and no reader will agree entirely with the author; never- 
theless Professor Saliers in this new edition of his book has added materially 
to our knowledge and has stimulated our thinking on the subject. 

J. Jackson 


SANDERS, T. H., and others. A statement of accounting principles. (New 
York: Am. Inst. of Accountants. 1938. Pp. 154. 75c.) 

SCHNEIDER, E. Einfiihrung in die Grundfragen des industriellen Rechnungs 
wesens. (Kopenhagen: G. E. C. Gad, 1939. Pp. ix, 180. 10 Kr.) 


SHERWOOD, J. F. Federal tax accounting. 10th ed, (Cincinnati: South-Western 
Pub. Co. 1938. Pp. 469, loose-leaf. $3.20.) 
SmiTH, D. Growth of business activity in Puerto Rico and underlying causes. 


(Washington: Assoc. of Sugar Producers of Puerto Rico. 1938. Pp. 42. 
Gratis. ) 

SPENGLER, E. H. and KLEIN, J. Introduction to business. 2nd ed. (New York: 
McGraw-Hill. 1939. Pp. xvi, 786. $4.) 

Vito, F. I sindacati industriali: consorzii e gruppi. 3rd rev. ed. (Milan: 
Giuffré. 1939. Pp. 195. L. 25.) 

WALKER, F. R. Practical accounting and cost keeping for contractors, (Chi- 
cago: Frank R. Walker Co. 1938. Pp. 170. $2.50.) 

WeIMER, A. M. and Hoyt, H. Principles of urban real estate. (New York: 
Ronald. 1939. Pp. xiv, 332. $4.) 

Chapters on urban development, real estate market and cycle, valuation of 

real estate, and financing of real estate. 

WEISSMAN, R. L. The new Wall Street. (New York: Harper. 1939. Pp. x, 308. 


$3.) 

Wooster, J. W., Jr. Bankers’ handbook of bond investment. (New York: 
Harper. 1939. Pp. ix, 249. $3.) 

Commodity year book, 1939. (New York: Commodity Research Bur. 1939. 


Pp. 608, $7.50.) 
Developments in company vacation plans. Stud. in personnel policy no. 13. 
(New York: Nat. Industrial Conf. Board. 1939. Pp. 23.) 
Hearing, 76th Congress, 1st session, Committee on Interstate and Foreign 
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Commerce, House, on H. R. 3395, to promote business and economic research 
in the United States by establishing and maintaining, in connection with 
state university schools of business administration, research stations to co- 
operate with the Department of Commerce, April 3 1939. (Washington: 
Supt. Docs. 1939. Pp. 101. 15c.) 

Investment trusts and investment companies: report of the Securities and Ex- 
change Commission pursuant to Section 30 of the Public Utility Holding 
Company act of 1935. Part 1. The nature, classification, and origins of invest- 
ment trusts and investment companies. (Washington: Securities and Ex- 
change Commission. 1939. Pp. viil, 158.) 

Securities and Exchange Commission: report on investment trusts and invest- 
ment companies pursuant to Section 30 of the Public Utility Holding Com- 
pany act of 1935. Part 2. Statistical survey of investment trusts and invest- 
ment companies. Vol. iti, ch. v. Ownership and control of investment trusts 
and investment companies. Part 3. Abuses and deficiencies in the organiza- 
tion and operation of investment trusts and investment companies. Ch. i. 
Background of investment company industry in relation to abuses. Ch. ii. 
Detailed histories of various investment trusts and investment companies. 
(Washington: Securities and Exchange Commission. 1939. Pp. vi, 91; 64; 
391 

a. information on department stores with annual sales over $10,000,000 
each registered under the Securities Exchange act of 1934 at June 30, 1938. 
Selected information on manufacturers of office machinery and equipment 
registered under the Securities Exchange act of 1934 at June 30, 1938. (New 
York: Securities and Exchange Commission. 1939. Pp. 85; 57.) 


Capital and Capitalistic Organization 


The English Business Company after the Bubble Act, 1720-1800. By 
ARMAND BUDINGTON DuBols. Pubs. of the Foundation for Research 
in Legal Hist., Columbia Univ. School of Law. (New York: Com- 
monwealth Fund. 1938. Pp. xxii, 522. $5.00.) 

This book is primarily a contribution to legal history but it is also of 
value to economic history and to business history. It deals with incorporated 
and unincorporated joint-stock companies during the eighty years following 
the South Sea Bubble. It carries on the story told by W. R. Scott in his 
three-volume history, though it does not give so much of the economic back- 
ground, 

The findings of the author may be briefly summarized. The Act of 1720 
was effective in checking the formation of corporations. In the period 1740- 
70, however, the unincorporated company became an accepted substitute by 
the adoption of various devices, including the use of trustees to hold prop- 
erty. During the period 1770-1800 there were few corporations; but this 
tact did not hold back the Industrial Revolution, because of the ease and 
success in forming unincorporated companies which possessed so many of 
the efficient attributes of the corporation. The unincorporated company even 
claimed limited liability, though the courts would not allow this claim. 
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The author indicates that the officials were not active in Prosecuting 
offenders under the Act. This was not necessary, in fact, because most of 


the work was done not in Parliament and not in the courts but in th : 
lawyers’ offices. The emphasis on the legal counsels of the companies rathe ~ 
than on the courts is one of the chief contributions of the book. There maf Ge 
have been a retardation in the growth of corporate law, especially on them Sov 
side of broad generalization, but there was no great retardation in flow of pub 
capital into industry and transportation during the period. a 

The new and distinctive source used in this book is the business record re 
The author has been diligent in examining the records of such concemsMMm cart 
as the East India Company, South Sea Company, Hudson’s Bay Company, _ inte 
Royal African Company, Bank of England, Boulton and Watt, Warmlefm ‘he 
Copper Company, and the Principio Iron Works of Maryland. He ha 2 
reproduced many facts to be found in footnotes. Fra 

It is at first astonishing to discover that 65 per cent of this book is de fou: 
voted to footnotes, bibliographies, and indexes, and only 35 per cent to Jap: 
narrative and exposition. Of the 35 per cent many pages are made up off '" 
conclusions, scattered and final. This arrangement is really justified and to ae 
the scholar it is helpful. bond 

The weakness of the author is in a lack of familiarity with the period the 
before 1720, especially the rich experience of business-men with partner '0t 
ship in England and, even more, on the Continent. The strength lies in the 
emphasis on the participation of the lawyer outside of the courts in solving spe 
the many problems of companies, incorporated and unincorporated. In the the 
nineteenth century various other groups of business auxiliaries were to law 


arise to rival the lawyer in advising business, notably the public accountant 
and the consulting engineer, and, somewhat later, consultants in office man- 
agement, marketing, and industrial and public relations. It is an interesting 
fact that in the period of formation and consolidation (1100-1720) bus: 
ness as such did not use lawyers; in fact, business-men purposely avoided 


them. The need for the joint-stock company (mind you, mot the corpoti ai 
tion) gave the lawyer his opportunity in England. To be sure, if the ori. , 
poration had developed without the insane opposition to it exemplified MH the 
by the Act of 1720, the lawyer would have been required to interpret any inve 
developing business law. How the lawyer actually played his part is ag ‘wet 
interesting story. All students of corporation law and corporation manage se 
ment will find much of value in this book. T 
N. S. B. Gras sent 
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Bauer, J. and Goip, N. The electric power industry: development, organize 
tion, and public policies. (New York: Harper. 1939. Pp. xit, 347. $3.50.) 
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HaussMANN, F. Konzerne und Kartelle im Zeichen der “Wirtschaftslenkung.” 
(Ziirich: Recht und Gesellschaft. 1938. Pp. 371. 23 fr. suisses.) 

This book is the first of two legal-economic studies intended to deal with 
the place of cartels and combinations in the age of economic planning or, 


ather better said, “steered economy.” The countries included are the United States, 
May Germany, France, England, Italy, Switzerland, Japan and (strange to say) 
n them Soviet Russia. The first volume is mainly descriptive. The second, as yet un- 


published, is to be a critical study of the significance of the combination move- 
ment under present-day economic conditions. 

Much of the work contained in this volume has already been done for some 
of the countries but the author makes an attempt to view the growth of 
cartels and combines and their regulation and use by the State from a more 
international standpoint. Dr. Haussmann is thus at his best when he compares 
the situation in the various countries. He seems to believe that the most far- 
reaching changes in the relations between Pe cteesnomy and organized business 
have taken place in the United States and Germany; while in England and 
France, for fundamental reasons, they have been least radical. Switzerland has 


is de found a “middle way” (for which the United States is groping) and in 
ont to Japan and Italy the most important changes took place before 1930, which is 
up of roughly the date used by the author to divide the pre-depression from the 


post-depression period. 
A more complete explanation of what the author means by Wirtschafts- 
lenkung would seem necessary, since it occupies such an important place in 


period the book. Furthermore, how “‘capitalistic’” are the cartels and combines nowadays 
rtnet: in those countries where they are being used by the governments for their own 
the purposes ? 


A valuable bibliography and a collection of source materials (NRA codes, 
speeches of leading men, combine set-ups, etc.) are included at the end of 
the book. A book like this should do its bit to fill in the wide gap between 
law and economics. 


WILLIAM CONRAD KESSLER 


Krout, J. A., editor. ——- and competition in industry and labor. Proc., 
vol. 18, no. 2. (New York: Acad. of Pol. Sci. 1939. Pp. 147. $2.50.) 


LAVERGNE, B. Essor et décadence du capitalisme. (Paris: Payot. 1938. Pp. 251. 

25 fr.) 

Professor Lavergne traces the general trend followed by capitalism from 
its origin to the present. He examines closely the reason for its apogee in 
the nineteenth century when its fecundity revolutionized history, and he 
investigates critically the influences which have altered the system in the 
twentieth century. The false criticisms placed against the present economic 
order are strongly attacked; yet he brings forth what he considers the true 
criticisms, most of which are external and not part of the system. 

The study leads the author to a conclusion similar, in essence, to that pre- 
sented by Dr. H. G. Moulton in his Brookings Institution report—namely, 
that the trouble with capitalism is the capitalist. As Mr. Lavergne has it— 
capitalism without capitalists could survive. 

_ While Dr. Moulton did not attempt to discuss the precise steps that should 
be taken to remove the influences retarding or hampering the system, Mr. 
Lavergne does—the solution being codperative management. Such a regime, 
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interested in getting goods at a price as close as possible to cost, would 
not contain the exacerbating desire for large profits, one of the flaws 
inherent in capitalism. For this reason, the presence of codperatives would 
prevent monopolies from obtaining monopoly advantages, the other flaw in 
capitalism as now functioning. In the author's mind, the codperative is the 
one economic institution that will permit and maintain the economic equi- 
librium so essential to the capitalistic order. Under such a régime, capita. 
ism can survive; otherwise, it will decay and cease to exist. 

H. L. McCracken 


SCHAFFNER, H. Die dffentliche Unternehmung in England. (K6ln: Kur 
Schroeder Verlag. 1938. Pp. 126. RM. 3.60.) 

This is a thesis on the various forms of British public enterprise. The sub. 
ject is divided into the description (and unfortunately little more than the 
description) of the three kinds of public enterprise whose definition has 
been introduced into German literature by Professor H. Ritschl: (a) under. 
takings, publicly owned and operated by a government department—e,, 
the British Post Office; (b) undertakings, publicly owned but operated by; 
non-governmental body on private-capitalistic lines—e.g., the Port of London 
Authority, the British Broadcasting Corporation, the Central Electricity Board 
(the authority operating the celebrated “grid” system) and, most important 
the London Passenger Transport Board (operating the entire passenger trans 
port of Greater London) ; and (c), private enterprises which are, in their 
price, capital, dividend, etc., policies so thoroughly regulated by the govem. 
ment as to be practically public undertakings—e.g., the four great English 
railroad companies and the British coal mines. The author confines himself 
to a purely descriptive treatment of these highly interesting organizations, 
their legislative bases and especially the relations to their employees, if we 
disregard the few indications of his own opinion that seems to favor the 
nationalization of all public utilities. 

HERBERT K. ZASSENHAUS 


Rates, taxes, and consumer savings, publicly and privately owned electric utili 
ties, 1935-1937. (Washington: Federal Power Commission. 1939. Pp. 57. 
15c.) 


Labor and Labor Organizations 


Le Chémage en France de 1930 4 1936. By GABRIELLE LETELLIER, JEAN 
Perret, H. E. ZuBER, A. DAUPHIN-MEUNIER. Enquéte sur le chi- 
mage, Tome I. (Paris: Recueil Sirey. 1938. Pp. 330. 75 fr.) 

It is natural that a nation which for the first time, in the life of a gen- 
eration, suffers profound dislocation in its labor market should have little 
experience in observation and measurement of unemployment. Progress in 
unemployment statistics is made at such a tremendous price that France 
may be envied and congratulated for having had to give little thought to 
these problems. The Investigation of Unemployment of the Scientific In- 
stitute for Economic and Social Research, Paris, is for France a pioneeting 
work. When completed it will consist of three volumes: The first—te 
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> ‘Would viewed in the present note—surveys unemployment in France from 1930 
7 flaws to 1936; the second promises an analysis of individual unemployment cases 
| as in representative regions, and the third will deal with the budgets of families 


whose breadwinners are unemployed. The statistical basis of the project 
is rather modest: The general survey of unemployment rests essentially upon 
relief statistics and reports of employment offices, both sources being hardly 
more representative in France than in other countries. In the second part 
about 35,000 individual cases will be scrutinized, and the budget analysis 
will summarize the experience of 250 families. 

The following observations refer to the first volume which includes three 
sections: the character and development of unemployment in France; un- 
employment in three selected areas; the struggle against unemployment. 


) under The first section offers less than the title promises. A cursory analysis of 

nt—e, JM relief statistics with the inevitable distribution of individuals by sex, age, 

- sh occupations and geographic regions can hardly be accepted as an analysis 
Ndon 


of the character and development of the unemployment crisis in France. 
The short second section contains details of strictly local interest. Of the 
greatest interest for the foreign readers is the third section, which is entirely 


er trans. 

in their based on first-hand information unknown abroad, and gives an unbiased 

govern HP and clear picture of relief policy and the early experience of the unemploy- 
English ment compensation system in France. 


himself 
izations, 
if we 
avor the 


What the authors think concerning the origin of the depression in 
France is briefly summarized as follows: “(1) Beyond any doubt, the de- 
pression was originally launched and two years later aggravated in France 
by international monetary events which could not be affected by the national 


ene economic policy. . . . The underlying causes of the depression should be 
3 sought not in specific conditions of the French economy but in conditions 
Pp. 57. J characteristic of the world economy and particularly . . . of British and 
American economies.” (2) It has been shown that France is facing ‘‘a 
derived depression resulting from a more general depression launched 
abroad. Consequently France cannot solve this depression exclusively by 
R, JEAN means at her disposal. All she can do is to adjust her economy to that of 
+ Je chi MM the world, to avoid anything which would make this adjustment more diffi- 
cult, and to remain attached to the great economies whose recovery and 
f a geo stagnation are almost immediately reflected by recovery and stagnation in 
ve litle our own economy.” 
gress if To be sure, the formula, ‘‘to adjust the national economy to that of the 
France Me “Otld,” may mean anything from a do-nothing policy to rigid planning. 
ought t But the purpose of the quoted statements seems to be to provide the gov- 
itific In A MCNt with a general alibi, rather than to emphasize its responsibility for 
snceting what has happened in the national labor market. If these statements fail to 


‘est—te Plain the origin of unemployment in France, at least they reflect fairly 


is the 
Lic equi- 

Capital. 

CKEN 

: Kur 
[he sub- 

than the 
ty Board 

portant, 


612 Reviews and New Books [ September 


well the economic philosophy of those who have been in control of public 
affairs in France during the depression. Yet this philosophy appears only in 


the introductory chapter of the volume and does not affect its descriptive 
part. 


W. S. WoytTinsky 
Washington, D.C. 


NEW BOOKS 


Bioss, E. Labor legislation in Czechoslovakia, with special reference to the —_ 
standards of the International Labor Organization. (New York: Columbia 
Univ. Press. 1938. Pp. 210. $3.) 

Dr. Bloss has attempted three tasks in her study of Czechoslovakian labor 
legislation. First, she has presented briefly the background of the present 
Czechoslovakian labor laws in the legislation of the old Austro-Hungarian 
Empire. Second, she has presented, in some detail, what labor legislation 
has been enacted since the founding of the Republic. Last, she has compared 
these laws with the Conventions which the International Labour Organisation 
has proposed to its member states. 

The result is a detailed and informative book, but one which attempts 
practically no interpretation or analysis. The book would undoubtedly have 
gained had the author focused her interest on the effects of the Czech labor 
legislation on the workers’ standard of living. 

It is interesting to note that Czechoslovakia has adopted about the same 


number of international labor Conventions as have the other small European “8 
states. Of the 63 Conventions, Czechoslovakia has adopted 13 against be 
Sweden’s 10, Belgium’s 20, Hungary’s 15, Yugoslavia’s 14. The major 
Conventions not accepted are those relating to the employment of women be- la 
fore and after childbirth, night work for minors, and workmen's compensa- ~° 
tion. The important Conventions concerning the eight-hour day and sick- of 
ness insurance have been adopted. th 
It is unfortunate that, in her detailed examination of labor legislation, Dr. O 
Bloss has scarcely touched on the intricate minimum wage-fixing ma- 
chinery for homeworkers who in 1937, it has been estimated, numbered 6 
about 200,000. 
Since the partition of Czech territory in November, 1938, the government f 
has attempted to retain the labor standards within its frontiers. . 
SIDNEY C, SUFRIN 
DoNALDSON, M. H. Labor problems in the United States. (New York: Long- : 
mans Green. 1939. Pp. x, 289. $1.) d 
This is one of a series of relatively small volumes issued under the 0 
general title of American Business Fundamentals. Included in the discussion d 
are wages; hours and conditions of labor; collective bargaining; security of 
employment; the labor movement; employers’ associations; the relation of 
government and the courts to the problems of labor relations; scientific man- KEI 
agement and personnel management; women and children in industry; . 
prison, casual, immigrant and negro labor. I 


Complete analysis of so wide a range of subject-matter is, of course, not 
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possible within the limits of this book, but the author has done a very 
creditable job in the space at his disposal. The organization and arrange- 
ment could have been more logical; in its present form, the book is little 
more than a series of chapters without reference to any clearly defined 
pattern. The treatment throughout is elementary but clear and interesting, 
supported by recent statistical data and careful documentation. There is a 
short general list of references for further reading, and questions and prob- 
lems on the subject-matter of each chapter. 
Gorpon S. WATKINS 


DowELL, E. F. A Aistory of criminal syndicalism legislation in the United 


States. Stud. in hist. and pol. sci., ser. lvii, no. 1. (Baltimore: Johns Hop- 
kins Press. 1939. Pp. 176. $1.50.) 


GANNETT, F. E. and CATHERWOOD, B. F., editors. Industrial and labour rela- 


tions in Great Britain: a symposium. (New York: America’s Future, Inc. 
1939. Pp. 378. $2.50.) 


GriFFIN, J. I. Strikes: a study in quantitative economics. (New York: Colum- 


bia Univ. Press. 1939. Pp. 319. $4.) 


Harris, H. American labor. (New Haven: Yale Univ. Press. 1939. Pp. vi, 459. 


$3.75.) 

This is among the more readable of the numerous recent attempts 
to popularize the story of the development of labor organization in the 
United States. To the student already familiar with the main threads 
of that story it could hardly be expected to offer much that is novel. The 
author is a well known journalist who writes with a verve that makes the 
book easy reading in spite of its rather awkward structure, 

The first two chapters (p. 1-95) present a general review of the organized 
labor movement down through the formation of the A. F. of L. There follow 
seven chapters dealing with trade unions in individual industries; the freshest 
of these are concerned with the American Newspaper Guild (pp. 173-91), 
the United Automobile Workers (pp. 267-304), and the Textile Workers’ 
Organizing Committee (pp. 305-49). The final chapter deserves its name of 
“Conclusion” only because it is placed at the end. The economist interested 
in the analysis of the operation of collective bargaining will have to carry his 
well worn pocket periscope and read behind as well as between the lines to 
find real “conclusions.” If he does so, however, his search may not be en- 
tirely fruitless, as at some points the book exhibits almost brilliant flashes of 
understanding of economic factors conditioning collective bargaining. 

The “Conclusion” as written really covers a miscellany of topics including 
the Brotherhood of Sleeping Car Porters, The National Industrial Recovery 
act, and the Social Security act. However, it is much more coherent than this 
characterization suggests, for the “Conclusion” is in reality a history 
of the evolution of A. F. of L. policy since 1900. This is the thread which intro- 
duces unity into such an apparent diversity of subjects. 

C, L. CHRISTENSON 


KELLER, M. Decasualization of pougineve work in San Francisco: methods and 


results of the control of dispatching and hours worked, 1935-37. Rep. no. 
L-2. (Philadelphia: WPA, Nat. Research Project. 1939. Pp. xx, 157.) 
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Kuczynskl, J. Hunger and work: statistical studies. (New York: International 
Pubs. 1938. Pp. xii, 132. $1.50.) 


In the foreword to this statistical tract which seeks to substantiate the 
Marxist dogma that “the rich are becoming richer and the poor poorer,” 
British trade-union official, Mr. R. Coppock, says: 

“But here is no calm dissertation on the wrongs of mankind; no abstract 
philosophising on evil; here are hard facts showing that food is short; that 
housing is bad; .. .” 

Mr. Kuczynski, in his preface, claims that he is not feeding statistics to 
the underfed to inform them that they are underfed. He tells “workers only” 
in which industries they are worst off. Chapter 3 is the statistical backbone 
which lays the groundwork for gloomy generalizations in the fourth and 
final chapter, titled “Seven lean years” (1931-1937). He concludes: 

“Seven lean years? Yes! Or rather seven leaner and leaner years! And 
the next seven? Many economists, and among them the best (oh modesty! 
predict a new: crisis in the near future. The next seven years will not be lean: 
they will be hell, or under pressure of mass action in a Popular Front, they 
will bring progress—at last!”’ 

Using Mr. Seebohm Rowntree’s pecuniary norms as to the wages necessary 
for physical efficiency for three categories of workers, the author shows how 
these categories of English workers fared in various industries during the 
“lean” years. Mr. Kuczynski’s constant lament is that the Rowntree standard 
is inadequate. Government statistics are paraded to show in industry after 
industry that large numbers of adult male and female workers (c. 6,000,000) 
do not earn “even what Mr. Rowntree regards as a minimum.” Great Britain 
is blamed for its inadequate wage and cost-of-living statistics, but with bad 
statistics and a bad “norm” the author is convinced that a gain in the stand. 
ard of living of “about one-half per cent per year” means “deterioration” 
because this occurred “in a period during which real dividends and teal 
profits doubled and trebled”’ (p. 119—no statistics) . 

Whether the generalizations are valid or not, this book may serve the 
author’s social purposes—namely, to help workers “in their fight for higher 
wages, to assist trade unionists in negotiations for better living conditions.” 


ALBERT T. HELBING 


LOVESTONE, J. New frontiers for labor. (New York: Workers Age. Pp. 22. 
10c.) 

PHELPS, O. W. The legislative background of the Fair Labor Standards att. 
(Chicago: Univ. of Chicago School of Business. 1939. Pp. ix, 71. $1.) 

SELLS, D. British wages boards: a study in industrial democracy. (Washington: 
Brookings Inst. 1939. Pp. xv, 389. $3.) 
SMITH F. P. State minimum-wage laws and orders: an analysis. Bull. no. 167. 
(Washington: U. S. Dept. of Labor Women’s Bur. 1939. Pp. 34. 20c.) 
SMITH, T. V. and Tart, R. A. The Wagner Labor Relations act—sit down or 
get up? Foundations of democracy no. 9. (New York: Columbia Univ. Press. 
1939. Pp. 22. 10c.) 

STonE, E. L., compiler. Selected list of recent references on minimum wage for 
women in the United States. Suppl. to bull. no. 42 of Women’s Bur. (Wash- 
ington: U. S. Dept. of Labor Library. 1939. Pp. 9; 8.) 
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al Taytor, A. G. Labor problems and labor law. (New York: Prentice-Hall. 
1938. Pp. xiii, 663. $3.75.) 


le This is a textbook for elementary college courses in labor problems. It 
a deals with all subjects usually dealt with in such courses, plus some others 
which are not generally thought of as labor problems. 
ct The book is divided into six parts and twenty-five chapters. Among the 
at subjects treated are the labor movement, consumer codperation, employers’ 
associations, labor legislation, social insurance, the réle of the government in 
0 industrial conflicts, personnel management, and specific labor problems, such 
. as unemployment, child labor, women’s work, hours of labor, convict labor, 
le and immigration. None of these subjects is treated in sufficient detail so 
d that this study might serve as a textbook for the specialized courses in these 
fields which are offered in many universities. It is designed for use in col- 
d leges and universities which offer but a single course in labor, and for in- 
) troductory courses, in larger institutions, which attempt to give students a 
brief review of all aspects of labor problems. 
y The largest amount of — is devoted to labor legislation and the law 
. of labor combinations and labor disputes. Among the best chapters are 
y those devoted to “machines and men” (technological unemployment), “‘pub- 
w lic powers and labor law,” child labor, convict labor, immigration, em- 
e ployers’ associations, and the settlement of labor disputes. Least adequate is 
d the treatment of the labor movement, collective bargaining, and personnel 
management. 
) While on some subjects strictly up to date, this volume almost completely 
n ignores the developments of the New-Deal period in the treatment of other 
d subjects, among these, the legal position of the labor unions, to which the 
. author devotes several chapters. 
4 The reviewer has never attempted to teach a course which covers all as- 
al pects of labor problems in a single semester. There are many such courses and 
this is the first book which endeavors to meet their peculiar needs. What- 
e ever faults it may have, it is a pioneer undertaking and the author deserves 
or credit for trying something new in a textbook in labor problems. The style 


is readable and the treatment direct and simple. While presenting little that 
is original, the author has read most of the books in the field and abstracts 
reasonably well the information they give. Interesting is the emphasis upon 
labor legislation and court decisions, which the reviewer regards as proper in 
view of the increasing réle of government in labor relations. 

Not a book for the specialist, this mew textbook in labor problems is 
h worthy of consideration for single semester courses in this field, 

EpwIn E. WITTE 


The closed shop. Stud. in personnel policy no. 12. (New York: Nat. Industrial 
Conf. Board. 1939. Pp. 11.) 
The effect of labor relations in the bituminous coal industry upon interstate 
commerce. Nat. Labor Rel. Board bull. no. 2. (Washington: Supt. Docs. 
1938. Pp. ix, 77.) 
The bituminous coal mines supply half the energy utilized in a 
\ tion and industry in the United States. About three-fourths of the coal pro- 


4 duced is sold outside of the states where it is mined, and approximately 97 
per cent must be transported to the places of consumption, chiefly by rail. 
Bituminous coal constitutes nearly a third of the freight tonnage of the 
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railroads, and they are more dependent on it for income and good operating 
conditions than on any other group of commodities. The elaborate statistical 
tables and effective charts, containing data gathered from numerous public 
documents and commission reports, show the disastrous economic and social 
consequences, during the past fifty years, of the continuous warfare between 
the mine owners and their employees. Federal control as during the period 
of the N.R.A. codes, or the more orderly negotiations made possible by 
strong, centralized labor unions, which have won and administered the te. 
cent on agreement, make possible more satisfactory operating con- 
ditions for the railroads as well as for the mine owners and workers. 
LucILE Eaves 


International Labour Conference, twenty-fifth session, Geneva, 1939. Rep. i. 
Technical and vocational education and apprenticeship. Rep. ii. Regulation 
of contracts of employment of indigenous workers. Rep. iii. Recruiting, 
placing and conditions of labour (equality of treatment) be migrant work. 
ers. Rep. iv. Regulation of hours of work and rest periods of professional 
drivers (and their assistants) of vehicles engaged in road transport. Rep. v. 
Generalisation of the reduction of hours of work in industry, commerce and 
offices. Rep. vi. Reduction of hours of work in coal mines. (Geneva: Internat. 
Labour Office. 1939. Pp. 251; 121; 167; 171; 211; 125.) 

International Labour Conference, twenty-fifth session, Geneva, 1939. Summary 
of annual reports under Article 22 of the constitution of the International 
Labour Organization. (Geneva: Internat, Labour Office. 1939. Pp. 372.) 

League of Nations, International Labour Organisation and the United States: 
an annual account by a group of Americans in Geneva. Geneva stud. vol. x, 


no. 1. (Geneva: Geneva Research Centre, 1939. Pp. 66.) 


The minimum wage—an international survey. Stud. and rep. ser. D (wages 
and hours of work), no. 22. (Geneva and Washington: Internat. Labour 
Office. 1939. Pp. viii, 257. $1.25.) 

This comprehensive survey of minimum-wage legislation was prepared 
in response to a real need for up-to-date information on recent changes and 
developments in the numerous countries that have introduced legal regula- 
tion of wages in certain industries. Although the present study covers only 
about one-half of the countries that have such legislation, the analysis is to be 
expanded later to include the others. The countries included in the present 
volume are Australia, Belgium, Czecho-Slovakia, France, Great Britain, 
Ireland, New Zealand, Peru and the United States. Each monograph in the 
present series describes the origin, development, existing status, and ap- 
plication of minimum-wage laws in the respective countries. Such descrip- 
tion is supplemented wherever possible with a brief examination of the 
major problems encountered in the administration of the statutes and the 
general nature of the results of wage regulation. Appended to each mono- 
graph is a good working bibliography of recent contributions to the subject- 
matter. 

Although the study adheres rather strictly to its expressed purpose of de- 
scriptive analysis and refrains from critical appraisal, the various contributors 
do not hesitate to point out in a constructive manner the obvious deficiencies 
of existing legislation and the desirable lines of improvement. Both this and 
the succeeding volume will be welcomed by specialists in the field of labor 
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relations and administrators of minimum-wage laws, to whom it will prove 
a valuable guide. 
GORDON S. WATKINS 


Philadelphia labor market studies: radio workers; weavers and loom fixers; 
machinists; hosiery workers. (Philadelphia: WPA, Nat. Research Project. 
1938; 1939. Pp. xiv, 102; xiv, 100; xili, 132; xiv, 100.) 

Questions and answers on Fair Labor Standards law. (New York: Internat. 

~ Labor Defense. 1938. Pp. 8.) 

Wages and hours of labour in Canada 1929, 1937 and 1938. Issued as a suppl. 
to the Labour Gazette, March, 1939. (Ottawa: Dept. of Labour. 1939. Pp. 
170.) 


Money, Prices, Credit, and Banking 


Silver Money. By Dickson H. LEAVENS. (Colorado Springs: Cowles Com- 
mission for Research in Economics. Bloomington, Indiana: Principia 
Press. 1939. Pp. xix, 439. $4.00.) 


Here is a book which should be required reading for all members of 
Congress as well as for all others who have anything to do or say about 
silver. The author, who is managing editor of Econometrica, has brought 
to his task an impressive background of experience and research: nearly 
twenty years in China, twelve of them in financial employment with fluc- 
tuating silver prices an important practical problema; years of study and 
research in the subject as evidenced by numerous articles on silver and 
monetary problems in various journals; and service in China and India as 
special agent of the U. S. Treasury. 

Nearly half of the book is devoted to a summarization and synthesis 
of the wealth of materials dealing with the nineteenth and early twentieth 
centuries. This provides a conveniently compact and authoritative re- 
statement of the history of silver as a monetary metal. The chapters on 
China, India, and other countries will be of particular value to those 
American students who have confined their study of the silver question 
largely to American phases. Even the chapters on American monetary 
history offer occasional fresh interpretation. For instance, Mr. Leavens 
defends the Pittman act of 1918 on the ground that it must be judged as a 
war measure rather than as monetary legislation. In his own words, “the 
act served its war purpose, and did not cost the country a cent... .” A 
questionable statement is that in which the Windom plan (1889) which 
proposed to vary the number of Treasury notes in circulation according to 
variations in the market price of silver is compared with the recent Fisher 
and Warren proposals. 

The second half of the book presents a careful and dispassionate study 
of silver agitation and legislation of the present decade and is based 
primarily on government reports and contemporary newspaper accounts 
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taken from both the American and Chinese press. Mr. Leavens rejects al] 
the arguments that something needed to be done for silver in 1933-34 
However, he also rejects the reasoning of those who hold that the effects 
of the silver policy have been inflationary. What has happened is that the 
Treasury has encumbered itself with a huge hoard of silver which it can 
neither push into circulation nor sell to other countries. In an effort to aid 
American silver producers, we have forced China off the silver standard 
and thus deprived these producers of their best customer when the Ameri- 
can government is not in the market. Mention is made of “compensatory 
forces” of increased demand, monetary and industrial, coupled with 
diminished world production which he believes would have followed a 
period of low prices if there had been no government aid. The new 
equilibrium, he believes, would have been “one which producers could 
view with equanimity.’ 

This book brings out clearly that it is general instability of silver prices 
which has proved most injurious to those countries with money systems 
based all or in large part on silver rather than changes in the price of 
silver in any particular direction. This is illustrated in recent events in 
China in that that country found itself facing serious problems both when 
the price of silver fell in 1929 and 1930 and when the price of silver rose 
as a result of the sce an purchase policy. 

The value of me volume is enh anced by a clemiaas bibliography which 


of names which in Humpty Dumpty, Iolanthe, and Omar 
Khayyam, a general index, and some forty pages devoted to appendixes 
which contain the usual reprints of laws and documents, supporting sta- 
tistical data, and the like 
HAROLD W. GUEST 
Baker University 


Money in the Law. By ARTHUR NussBAUM. (Chicago: Foundation Press. 
1939. Pp. xxxvii, 534. $7.50.) 

The events of the World War and more particularly those of the post- 
1929 era have raised anew the question of the relation of the government 
to money. The legislation of the last quarter century has altered radically 
the status of monetary units and monetary systems, so that it has attracted 
the professional attention of both lawyers and economists. Many have ex- 
amined the changes made and have sought to evaluate them. 

As the title of the volume indicates, Professor Nussbaum approaches 
the problem from the legal point of view. The work embodies the results 
of fifteen years’ study, which have appeared from time to time in legal 
journals and books both here and abroad. The first third of the volume 
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considers usual topics such as the conception of money, the kinds of money 
and the monetary system. The remaining two-thirds of the work deals with 
the status of debts under fluctuating currencies and exchange control, as 
well as the efforts of creditors to protect themselves against loss. 

It is interesting to observe the significance of Professor Nussbaum’s gen- 
eral theories developed in his opening pages for his later discussion of 
debts. Professor Nussbaum contrasts money, the concrete object, with the 
“ideal unit,” of which by common usage money is treated as a fraction, 
integer or multiple (p. 5). “The existence of a monetary unit is apparently 
a group-psychological phenomenon which can be traced historically” (p. 6). 
While the author leans toward the “nominalistic” theory rather than the 
“metalistic,’” he believes that ultimately society and custom decide whether 
coin or paper will be money, so that his “society” theory of money is op- 
posed to the “state theory of money” (p. 29). However, in discussing the 
American monetary system Professor Nussbaum apparently emphasizes the 
short-run view that the state has full power over the currency. 

Since debts are pecuniary obligations, they are subject to governmental 
interference (p. 213). While recognizing that inflation, which necessarily 
results in deflation, is always imminent under a managed currency (p. 248), 
Professor Nussbaum, ignoring the problem of justice between debtor and 
creditor, opposes the decision of the Reichsgericht revaluing German debts 
and adds that “‘an emergency situation does not confer revolutionary powers 
upon ordinary law courts” (p. 282). Thus the author upholds the decision 
of the Supreme Court in the American gold-clause cases, adding elsewhere 
that “there is no constitutional protection from unsound politics” (p. 289). 
He further approves the action of Congress in repudiating the gold clause 
in its own obligations, holding that “Congress wanted no more than to 
have the government participate in benefits accruing to every debtor from 
general monetary measures” (p. 368). 

The volume contains a wealth of references to the literature on the sub- 
ject, both American and foreign, and both historical and contemporary. It 
should be extremely useful to the economist in bringing together the legal 
decisions and cases dealing with monetary problems. 


W. H. STEINER 
Brooklyn College 


NEW BOOKS 
Accrr, E. E. Utilizing the weekly federal reserve statement. (New York: Am. 
Inst. of Banking. 1938. Pp. 162. $1.50.) 
AGHION, R. Le contréle des changes (législation et économie comparées). (Paris: 
Lib. Gén. de Droit et de Jurisprudence. 1939. Pp. 183. 22 fr.) 
Most of the book is devoted to studies of the practice and results of rigid 
and moderate quantitative exchange controls in eleven countries and of the 
exchange funds of the Tripartite régime. For France control on the lines of 
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the Argentine dual rate system is recommended. Reflux of flight capital 
would be encouraged by a depreciated free rate, and further capital flight 
similarly discouraged. The official exchange market would be reserved pri- 
marily for merchandise trade. Payments for imports would be made at the 
official or free rate, depending upon the nationality and classification of the 
commodities according to officially determined domestic economic require. 
ments; and policy in regard to exports would follow similar lines of discrimj- 
nation. 

Although the author’s broad conception of the issues seems satisfactory, the 
country studies are sketchy and inconclusive, and numerous loose inferences 
weaken the argument. To take one instance: the depreciated free rate in the 
proposed system is expected to be a powerful stimulant of foreign trade 
and to make possible a reduction or elimination of the balance of payments 
deficit (p. 182). Previously it has been argued that depreciation of the franc 
has failed to achieve this end (p. 178). Finally it is held that as long as 
domestic policies are inconsistent with international equilibrium, even the 
strictest monetary control will be ineffectual (p. 183). 

Horace G. Wuirt, jr. 


ApricH, W. W. The effect of easy money policies on savings, savings institu. 


) 


tions, insurance companies, endowed institutions and commercial banks. 
(New York: Chase Nat. Bank. 1939. Pp. 18.) 

BEVERIDGE, W. Prices |! wages in England from the twelfth to the nineteenth 
century. Vol. 1. Price tables: mercantile era. (London and New York: Long. 
mans Green. 1939. Pp. lx, 756. $12.) 

BouLte, R. Les grands établissements de crédit devant la crise. (Paris: Sirey. 


1938. Pp. 204.) 

In this work M. Boulle traces the impact of business conditions during the 
period 1930-1936 on the three leading commercial banks in France: Crédit 
Lyonnais, Société Générale, and Comptoir National d’Escompte. Bounded on 
the one hand by the first year of the world slump and on the other by the 
devaluation of the franc, the period under consideration presents an inter- 
esting contrast of relative strength in the early years and marked weakness in 
subsequent years. In this setting the author attempts to describe the behavior 
of these banks in terms of five categories: resources, the utilization of these 
resources, liquidity, investment activity, and branch banking. A chapter is 
devoted to each of these matters, the emphasis being placed on a comparison 
of developments both between sub-periods within the seven-year interval and 
between the banks. Given the scope of the study, the author succeeds 
in presenting in an interesting and suggestive manner a segment of the 
life of these three banks 

VIRGIL SALERA 


BraTTER, H. M. Effect the silver program at home and abroad. (New 
York: Economists’ Nat. Committee on Monetary Policy. 1939. Pp. 39, 
mimeographed. ) 

An analysis of the silver program made by Herbert M. Bratter before the 
Senate Banking and Currency Committee. Distributed by the Economisis 
National Committee on Monetary Policy, 70 Fifth Avenue, New York 
City. 
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FosTER, L. B. R. Small loan laws of the United States: a condensed summary. 
2nd ed. Pollak pamph. 37. (Newton, Mass.: Pollak Found. for Econ. Re- 
search. 1939. Pp. 23. 10c.) 

FosrER, W. T. Public supervision of consumer credit. Pollak pamph. 36. 
(Newton, Mass. : Pollak Found. for Econ. Research. 1939. Pp. 21. 10c.) 

GroNDONA, L. S. C. National reserves. (London: Allen and Unwin. 1939. 
Pp. 190. 7s. 6d.) 

Harwoop, E. C. Current economic delusions and their probable future effects. 
(Cambridge: Am. Inst. for Econ. Research. $1.) 

. What will devaluation and more inflation mean to you? Rev. ed. 
(Cambridge: Am. Inst. for Econ. Research. 1938. Pp. 64. $1.) 

HEILPERIN, M. A. International monetary economics. (New York: Longmans 

Green. 1939. Pp. xiv, 281. $4.20.) 


Hivrrer, J. P. La question de la monnaie d'argent aux Etats-Unis des origines 
4 1900. (New York: Stechert. Paris: Presses Modernes. 1938. Pp. 493. 75 
fr.) 
Undertaken at the suggestion of Professor Hauser, prepared in part under 
Professor Gregory, and continued in America at several universities and 
and among the archives of various state historical societies, Dr. Hiitter’s 
painstaking historical inquiry into the political and social aspects of the 
silver question up to 1900 constitutes a model of research as well as a re- 
pository of heretofore widely scattered material. This is another instance in 
which the scholarly treatment of a large domestic issue represents the work 
of a foreign student. Consisting of seven chapters, the book contains a brief 
summary of the American monetary “‘system” up to the Civil War, followed 
by a thoroughgoing analysis of the manner in which the politicians and sun- 
dry pressure groups made the most of a situation or series of situations with 
at the broad outlines of which most of us are familiar. An extensive bibliogra- 
- phy, covering 35 pages, enhances the usefulness of this interesting volume. 


y the VIRGIL SALERA 
inter- 
nes in pe Kock, M. H. Central banking. (London: P. S. King. 1939. Pp. xiv, 354. 
avior 15s.) 
ee MurabD, A. The paradox of a metal standard: a case history of silver. (Wash- 
= ington: Graphic Arts Press. 1939. Pp. xii, 212. $2.50.) 
sien be StRYCKER, C. Les fonctions et les opérations de la Banque Nationale de 
1 and Belgique de 1914 a 1938. (Brussels: Goemaere. 1939. Pp. xxiv, 344.) 
weeds TURNER, R. C. Member-bank borrowing. (Columbus: Ohio State Univ. Bur. 
f the of Business Research. 1938. Pp. xiv, 243.) 
This analysis of the factors determining the volume of member-bank borrow- 
RA ing begins with a consideration of the meaning, function and problem of 
reserves in American banking. Reserves as used in the text mean member-bank 
(New deposits at the reserve banks, their function is to limit the expansion of de- 
posits and the problem involved in connection with their administration is to 
match reserve balances with reserves required. Obviously this can be done by 
changing either reserve balances or reserves required. 
_ Changes in reserve balances result from changes in the monetary gold stock, 
in Treasury and national bank currency, in reserve bank credit, in money 
in circulation, or in other factors using reserve funds. These five groups of 
factors are likewise the sources of reserve funds and the uses to which such 
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funds may be put when not employed as member-bank reserve balances. To 
some degree the supply and uses or demand for reserve funds are amenable to 
control by the member-banks and are counterbalancing in effect. 

If the banker seeks to alter reserves required, he discovers that his commit. 
ments in the customers’ loan market are so influenced by personal con. 
siderations as not to be adaptable to making adjustments. Open-market loans, 
on the other hand, are impersonal and are a suitable medium for making ad. 
justments to changes in reserves. However, even in this market there are differ. 
ences in the adjustability of the constituent parts. 

From a study of these fundamental “ware the author passes to a 
critical examination of the two leading theories of member-bank borrowing 
The “need” theory explains the variations in the volume of member-bank 
borrowing on the basis of their need for reserve funds to enable them to accom. 
modate their customers. The “profit’’ theory holds that banks increase or de. 
crease their borrowing in proportion to the relative profitability of the operation. 

A fairly accurate statement of the rather detailed conclusions is that neither 
theory offers a complete explanation of member-bank borrowing and that the 
two theories are not mutually exclusive. 

JAMES HOLLapay 


Weaver, F. Oklahoma's small loan problem. (Oklahoma City: Bond Printing 
Co. 1938. Pp. xi, 116.) 

This monograph, financed by one of the largest small-loan chains, 

is written by the director of the Bureau of Business Research of the Univer- 

sity of Oklahoma. The author presents a detailed picture of the personal 


finance business in his state, covering the finances of borrowers, the rates 
charged by unregulated companies, the organization and finances of such com- 
panies, their business policies and practices, competition in the field, the 
movement for reform and suggestions as to the desirable features of a regu- 
lated system of lending 

But for the numerous publications by the Russell Sage Foundation, this 
book might well be considered as a definite contribution to knowledge of 
this field. As it is, Professor Weaver has made an application to the State of 
Oklahoma of the generalizations already enunciated in the Sage publications. 
He points to the well known abuses of unregulated lending: exorbitant 
rates, perpetual borrowing, and the exploitation of mecessitous borrowers. 
On the basis of this exposé, admittedly a serious indictment of the ade- 
quacy of our financial institutions, Professor Weaver recommends the legis- 
lative enactment of a plan substantially identical with that proposed by the 
Russell Sage Foundation under the uniform small-loan law. He does not 
indicate the need for any modification of the Russell Sage proposal. There 
is no suggestion that small-loan companies should be given the status of 
public utilities nor is there any recognition of the fact that the rate to be 
charged is a function of the type of borrower to be accommodated. Rather, 
he holds that a specified rate of interest is necessary to attract capital into the 
field and to assure a reasonable return thereon. Both he and the Russell Sage 
Foundation ignore the fact that the first problem to be decided is that of the 
least common denominator among prospective borrowers to be cared for. 
Once having decided this, and having made provision for the elimination of 
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unnecessary duplication, it then becomes possible to determine the rate of 
interest that must be charged. This reviewer believes, and has so indicated 
in reviewing the Sage publications from time to time, that the only rational 
approach involves a determination in the beginning of the clientele that is to 
be accommodated. 


CLYDE OLIN FISHER 


WELFLING, W. Savings banking in New York State. (Durham: Duke Univ. 
Press. 1939. Pp. xiv, 205. $3.) 

The distribution of mutual savings banks is limited to 17 states, yet their 
deposits have approximated $10 billion. Dr. Welfling has made a compre- 
hensive, objective study of the problems of management and supervision 
as they have evolved in New York State. Part 1 through part 3, 64 pages, 
covers the general experiences from 1816 to 1929. Part 4, two-thirds of the 
volume, is centered upon the effects of the depression and subsequent develop- 
ments. Personal interviews with prominent bankers provided materials for 
sample group analysis. Interesting monthly and seasonal data are included in 
chapter 10 on bank liquidity and the activity of deposits. 

The deposits in New York State banks have come mainly from relatively 
small savings fairly in harmony with the original conception. Large deposits 
have constituted something of a problem: these occur when the opportunity 
for investment has been slight, bond values high, and savings bank returns 
attractive; subsequent withdrawals have been heavy for investment and specula- 
tion. In 1933, 4.3 per cent of the depositors had balances of more than $5,000. 
The legal maximum of $7,500 is high. Apparently there has been no legal 
restriction upon the amount deposited per month. Cyclical and seasonal eco- 
nomic conditions have influenced deposits and withdrawals, but dividends left 
with the banks have been a stabilizing factor. 

Portfolio management reveals distinct shifts in emphasis. Valuation policy 
has an intimate bearing upon surplus and immediate solvency. The purchase of 
bonds for holding to maturity is now giving way to considerations of substitu- 
tion, marketability, and maturity sequence. Low returns and losses through 
liquidation in 1893 and 1907 led to mortgage investments. An illuminating 
discussion of the management of mortgages and real estate in recent years is 
presented. About 6 per cent of the resources in 1935 was “‘other real estate.” 
Thought is now turning to amortization contracts. The Savings Bank Trust 
Company and the Institutional Securities ae ap owned by the banks, to- 
gether with the Mutual Savings Bank Fund, all provided for in 1933, are 
not only to help meet emergencies but are intended to be codperative in 
assuming intimate advisory and managerial responsibilities. 

Competition has found expression throughout in dividends paid to depositors. 
The last chapter discusses existing competition with particular emphasis upon 
financing agencies of the United States government and the higher returns now 
obtainable for the small saver in United States savings bonds. 


E. C. BANCROFT 
Banco Central de Reserva del Peri: memoria, 1938. (Lima: Banco Central de 
Reserva del Pera. 1939, Pp. 92. ) 
The earning power of banks: a study of changes in political, social and economic 
conditions affecting banking, resulting modifications in the banking structure 
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and necessary adjustments in practical bank operations. (New York: Am. Bank. 
ers Assoc. 1939. Pp. 93 

The federal reserve system: its purposes and functions. By the Board of Gover. 
nors of the Federal Reserve System. (Washington: Nat. Capital Press. 1939, 
Pp. 128.) 


Money and banking, 1938-39. Vol. I. Monetary review. Vol. Il. Commercial and 
central banks. (Geneva: League of Nations Econ. Intelligence Serv. New 
York: Columbia Univ. Press. 1939. Pp. 173; 202. $1.25; $1.50.) 

The first of these two volumes — together the essential developments 
during 1938 and the first two months of 1939 in ee exchanges and gold 
movements, currency, credit and government finance. A detailed and accurate 
analysis of the monetary policy of the United States is given, together with a 
comprehensive survey of the recent structural changes in the federal reserve 
system. In an appendix containing 15 international tables, the monetary stat- 
istics of the world are summarized. 

The facts and figures for 44 countries on which the ‘‘review”’ is based are 
given in detail in the second volume. The statistical data for the United States 
are taken from the reports of the Federal Reserve Board and of the Federal 
Deposit Insurance Cory oration; the tables referring to the commercial banks 
show the combined accounts of national banks, state banks, trust companies, 
stock-savings banks and priv: ate banks. 


J. C. Rocca 


The significance of new order and monetary factors for determining production, 
and commodity and security prices. (New York: Inst. of Applied Econo- 
metrics. 1939. Pp. 20.) 

Small loan legislation in Neu rk. (New York: N. Y. Assoc. of Personal 
Finance Companies. 1938. Pp. 32.) 


Public Finance, Taxation, and Tariff 


Financing toon ernment. - By HAROLD M. Groves. (New York: Holt. 1939. 
Pp. xvi, 777. $3.7 

The title of fe ally Groves's book corresponds with his whole general 
approach to the fiscal problem. He is concerned with the problems and 
processes of ‘‘financing government” in their dynamic aspects, and in the 
changing institutions that produce these problems and processes. In the 
development of public finance, “the changes that have taken place have 
not been so much in the types of taxes and expenditures as in their degree 
and in the environment in which they operate—the economic institutions’ 
(p. 20). His realistic approach may be observed in his methods of dealing 
with the problem of justice and expediency. ‘In other words, justice te- 
quires not identity, but impartiality of treatment’ (p. 27). But, “obviously 
there are many matters besides justice which must be taken into account in 
making practical decisions Social expediency in the distribution of 
governmental burdens consists of choosing those sources which produce the 
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best or least undesirable results. It includes justice and much more. Thus 
it appears that justice in the tax system, beyond impartiality of treatment, 
consists of what seems fair and equitable to the particular critic” (p. 28). 

The spinning of refined theory is left to other treatises. He does not 
attempt to develop any theory of the state within which to organize a 
philosophy of finance. He takes the state as he finds it and concerns himself 
with its processes as a “going concern.” In his treatment of “shifting and 
incidence” he does not make use of the conventional diagrams, preferring 
more complicated tabular demonstrations as better representing reality. The 
limitations of the theory of shifting based upon the marginal analysis of 
prices are emphasized, especially the immobility and control of factors, and 
the general inconclusiveness of deductive reasoning. He also places more 
han the usual amount of emphasis on the rdle of demand in the shifting 
process. 

His greater concern with the processes of finance than with subtle theory 
explains his neglect of exactness in the definition of concepts, so important 
in the logic found in works like those of H. C. Adams, Seligman, Bastable, 
Pigou, and Marshall. After a brief discussion of the various types of public 
revenue, for example, he dismisses fundamental classification with the 
statement, ““At best the difference between these categories is a matter of 
degree and boundaries between them are not very distinct” (p. 411). It is 
true that the boundaries of various groupings in either the social or the 
natural orders are never distinct, but certainly precision in scientific thought 
demands classifications, the criteria for which are clear cut. 

In his philosophy of approach, Groves is a “progressive.” “‘Probably it is 
correct to say that in most countries the predominant view is that govern- 
ments should assume an active and positive rdle, both in the control of 
industry and in the provision of services, but that they should leave in pri- 
vate hands, and mainly under private control, the chief functions of the 
economic system’’ (p. 518). Concerning social security, he believes that 
“one of the soundest arguments in behalf of unemployment insurance is 
that unemployment should be regarded as one item in the overhead cost of 
doing business and should be paid for by business or its customers” (p. 35). 
Regarding taxes for old-age insurance, “‘it is to be hoped that they will be 
retained in the main as originally designed” (p. 386). He accepts the 
principle of the undistributed corporate profits tax, and holds that “unless 
we accept the view that savings do not constitute income, the exemption of 
corporate reinvestments from taxation is fundamentally incompatible with 
a graduated personal income tax” (p. 206). 

The book is particularly well done throughout. Not only is it informative 
and critical, but it is also suggestive. This is the first text within the review- 
e's knowledge that calls attention to ‘value added”’ as a possible base upon 
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which to apply rates for business taxation (p. 273). It is unfortunate that 
Professor Groves did not develop the possibilities of this base further. It 
was originally outlined by T. S. Adams (‘‘Fundamental Problems of Fed. 
eral Income Taxation,’ O.].E., Aug., 1921) and later embodied by the 
Brookings Institution in its r ommendations for tax reform in several of 
its reports on state tax systems, particularly the one for Alabama in 1932 
and the one for Iowa, also in 1932. This base, apparently embodying all of 
the principal advantages of both the gross earnings tax and the tax on net 
earnings, is apparently without the serious defects of either. It undoubtedly 
has potentialities that should be examined in any program for reform in 
business taxation. 

The organization of subject matter is a departure from the orthodox. 
Since taxation presents the most challenging field of public finance, he treats 
sources in advance of expenditure. The chapter on shifting and incidence 
is sandwiched between the chapters on property and income taxation in 
order “to give the student some exposure to the practical problems of taxa- 
tion before he becomes too heavily absorbed in their theoretical aspects.” 
Part 3 is devoted to institutions and problems of the revenue system as a 
whole; part 4 to public expenditures; part 5 to public borrowing; and 
part 6 to fiscal administration and to fiscal policy as a factor in prosperity. 

The book is abundantly supplied with footnotes for purposes of both 
supplementary context and documentation, and has a carefully prepared 


list of selected readings at the end of each chapter. It is characterized by 

the crispness, frankness and subtle humor that everyone who knows the 

author will recognize and appreciate. The style is clear and simple. 
ROSCOE ARANT 


University of Miss: 


NEW BOOKS 


BIRNIE, A. Single-tax Gs (New York: Nelson. 1939. Pp. 159. 75c.) 
Dockeray, J. C. Public utility taxation in Ohio. Grad. School ser. contrib. in 
econ. no. 2. (Columbus: Ohio State Univ. Press. 1938. Pp. xiii, 200. $2.40.) 

This study, conducted in 1934 and 1935, was undertaken “in an effort to 
determine the effect of the Ohio public utility tax law upon the various 
sizes and classes of public utility companies” (p. vii). Its purpose as well was 
“to provide more positive and objective answers” to such questions as these: 
“Could all sizes and classes of utilities stand added taxes? If so, could the 
different companies stand the added tax burden equally well?” 

The book is divided into eleven chapters. The first three are devoted to a 
study of the history and development of the Ohio scheme of taxing utilities, 
which include railroads, car lines, pipe lines, express companies, telephone 
and telegraph companies, as well as gas, electricity, water, heating and simt- 
lar concerns, Succeeding chapters are devoted to public utility valuation, the 
valuation method, apportionment, the excise tax, the effect of the intangible 
tax law of 1931, burden analysis, and the excise tax on sleeping car, freight 
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that line, and equipment companies. A final chapter summarizes the work and 
It presents the conclusions of the author. The value of much of the statistical 
Ma work in the study is limited because of the requirement of Ohio laws that 
Fed- data in tax returns are confidential, a condition clearly pointed out by the 
; the author throughout the text. There are numerous suggestions for the improve- 
al of ment of Ohio tax laws; their administration is wholeheartedly — 
1932 That rural districts receive relative advantages over urban areas under the 
ill of Ohio tax system is clearly shown. 

The volume contains many tables, with data generally brought down to 
1935, and a modest statistical appendix. There is a table of cases cited, 
tedly a short bibliography, and a good index. The work seems to be carefully 
m in documented throughout. 


net 


SIMEON E. LELAND 

odox. 
treats Einaupl, L. I/ sistema tributario italiano. (Turin: Giulio Einaudi. 1939. Pp. xv, 

349.) 
KruG, E. A. Why taxes? What they buy for us. (Boston: Ginn. 1939. Pp. 80. 
mn in 60c.) 
taxa- LEONARD, J. M. The direct tax burden on low income groups. (New York: Nat. 
ects.” Municipal League. 1939. Pp. 31.) 
1 asa This is a comparative study of state and local tax burdens in 310 cities in the 
+ and United States in 1937. The principal taxes included are Pygmy sales, and 
” motor vehicle taxes. The comparative burden is measured for a hypothetical 
| ty. family of four with a $2,500 income and a $5,500 home. Perhaps the most 
both important conclusion is that the tax burden varies more with the nature of 


dence 


pared the tax system than with the size of the city. It is also interesting to note that 
ed by the burden is not materially lower for a family with a $5,500 home, in the 
vs the states with homestead exemptions (excepting Florida) than in the other states. 


In the absence of data on burdens for families with varying incomes and data 
on the extent of government services in the different cities, no conclusions can 
be drawn as to the relative equity of the different systems. Nevertheless the 
study is one of the most extensive of the many recent tax burden studies. It is 
sound as far as it goes. The author himself has carefully noted its limitations. 
And it is a genuine contribution, both in technique and findings, to the im- 
portant problem of measuring the tax burden. 
rib. in MABEL NEWCOMER 
52.40.) 
Fort to LHoMME, J. L’impét sur le revenu en Angleterre: traité théorique et pratique. 
sentous (Paris: Lib. Gén. de Droit et de Jurisprudence. 1939. Pp. 468.) 
ell was Jean LHomme’s monograph deals with both the practical and theoretical 
; these: aspects of the British income tax. He traces the origin and evolution of the tax 
ild the dividing his historical treatment into two periods, 1799 to 1914 and 1914 to 
1938. This division was made because of the great increase in income-tax rates 
ed to a occurring at the beginning of the World War. Extensive statistical evidence 
itilities, is presented to support conclusions concerning the fiscal réle and changing char- 
ephone acter of the income tax. A large portion of the book discusses the form of 
d simi- the tax, including the legal aspects of tax administration, the determination of 
on, the taxable income, the five schedules, the rates of taxation, deductions, methods of 
angible payment, disputed claims, the surtax and the national defense contribution. 
freight LHomme concludes with an analysis of the advantages and disadvantages of 
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the British income tax, a discussion of projected reforms and a comparison of 
the British and French tax systems 


WILLIAM WITHERS 


Maccrecor, D. H. Public aspects of finance. (New York and London: Oxford 
Univ. Press. 1939. Pp. 137. $1.75.) 

MaceE, J. D. Taxation and capital investment. (Washington: Brookings Inst. 
1939. Pp. viii, 64. 50c.) 

Advance publication of a chapter of a research project of the Brookings 
Institution relating to “capital expansion, employment and economic stability,” 
to be published in the autumn. 

MAGILL, R. and SHoupP, ¢ he Cuban fiscal system, 1939: a study made at the 
request of the Secretar) the Treasury. (New York: Authors, Columbia 
School of Business. 19 viii, 127.) 

Pratier, A. L’évasion fiscale et l’assistance administrative entre états. (Patis: 
Sirey. 1938. Pp. 362. 50 fr.) 

The author deals with two different problems in the same work—namely, 
fiscal evasion and administrative assistance between different governments. He 
does not limit himself to clarifying the common points of the two problems, but 
he analyzes the principles of each. The difference between fiscal fraud and 
evasion is carefully outlined in the first part. The measures against fiscal eva- 
sion taken by individual countries are fully described in the second part. In 
the third part international administrative co6peration in matters of taxation is 
discussed as a system of curbing evasion and as a solution of the problem of 
double taxation. The workability of international fiscal collaboration is ham- 
pered in many different ways. Leaving aside the handicaps strictly technical in 
character, the most difficult obstacles are those concerned with public order and 
differences in political regimes. The greater the degree in similarity of the 
political regimes, the greater is the possibility of mutual legislation needed 
against tax evasion. 

In order to make effective personal taxation in the international field, a 
super-national board would be needed, but never more than today has this 
seemed an unobtainable objective. In the present political circumstances, it is 
even to be questioned whether an international collaboration in the matter is to 
be desired. This work, which was originally drafted as a thesis for the doctor's 
degree at the University of Paris, is a scholarly treatise and a valuable con- 
tribution to the international tax problem. 


Fausto R. PITIGLIANI 


Rew, M. G. and BRITTON, V. lowa incomes as reported in income tax returns. 
Res. bull. 236. (Ames: Iowa State Coll. Agric. Exp. Station. 1938. Pp. 116- 
189.) 

STEIN, H. Government price policy in the United States during the World War. 

ums Coll. 1939. Pp. viii, 138.) 

Swirt, F. H. European policies of financing public educational institutions. lV. 
Germany. Univ. of California pubs. in educ., vol. 8, no. 4. (Berkeley: Univ. ot 
California Press. 1939. Pp. xviii, 345-693.) 

Digest of state laws relating to inheritance and estate taxes, 1938, (Washington: 
Census Bureau. 1939. Pp. 147. 20c.) 


xford 
Inst. 


kings 
ility,” 


at the 
umbia 


Paris: 


amely, 
its. He 
ns, but 
id and 
al eva- 
art. In 
ition is 
lem of 
s ham- 
rical in 
ler and 
of the 
needed 


field, a 
1as this 
es, it is 
ter is to 
doctor's 
yle con- 


LIANI 


returns. 
»p. 116- 


ld War. 


ons. IV. 
Univ. of 


hington: 


1939] Population and Migration 629 


Federal aid and the tax problem. Staff stud. no. 4. (Washington: Advisory Com- 
mittee on Educ. 1939. Pp. 101. 15c.) 

Financing Michigan’s government: 1930-1938. Michigan pamph. no. 2. (Ann 
Arbor: Univ. of Michigan Bur. of Govt. 1939. Pp. 26.) 

International double taxation: an outline of the problems involved, the measures 
recommended, and the progress made for its elimination or limitation. Doc. no. 
6. (Paris: Internat. Chamber of Commerce. 1939. Pp. 40.) 


The problem of stock transfer taxation in the State of New York. Prel. rep. (New 
York: Committee for the Study of Federal and State Stock Transfer Taxes. 
1938. Pp. vi, 61.) 

The report is based upon an investigation made by Dr. Paul Studenski of 
New York University. Stress is laid upon the loss of revenue to the State of New 
York because of the diversion of business to exchanges in other states. The 
report also criticizes the existing system of double taxation of odd-lot trading. 

School costs, taxation and sources of revenue, ability to support public education, 
distribution of state subsidies: report of the Committee on Survey of School 
Costs, submitted to the House of Delegates, December 28, 1938. (Harrisburg: 
Pa. State Educ. Assoc. 1938. Pp. 203.) 

Tax exemptions. (New York: Tax Policy League. 1939. Pp. 244. $3.) 

Tax systems of the world: a year book of legislative and statistical information 
including all the states of the United States. 7th ed. 1939 suppl. By the Tax 
Research Fund. (Chicago: Commerce Clearing House. 1939. Pp. 31.) 

Taxation and recovery: the area of agreement at the 2nd Fortune Round Table. 
Reprinted from Fortune for May, 1939. (Chicago: Fortune. 1939. Pp. 33.) 


Population and Migration 


France Faces Depopulation. By JOSEPH J. SPENGLER. (Durham: Duke 
Univ. Press, 1938. Pp. xi, 313. $3.00.) 

Opportune in a world where the counting of heads is an obsession, Mr. 
Spengier’s volume is informative and thought-provoking. Students of social 
questions must be grateful for this review and evaluation of literature from 
a country which, longer than any other western nation, has faced the fear 
of decreasing natality while numerical superiority seemed vital to national 
existence. 

In the five centuries covered by the review the significant development 
is the expansion during the eighteenth century of emphasis upon “natural 
checks” and upon individual right to seek happiness of even the common 
people. On these foundations was based a denial of population-promoting 
policies of the ancien régime which emanated from the fear that France in 
the struggle for national power anu expansion was a weak contender. This 
alarm did not appear again until near the turn of the nineteenth century 
when younger nations rose to demand a place in the sun. Confirmed in its 
dread by the defeat of 1870-71, France became a laboratory for testing 
policies to cure sterility and increase natality. 
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Explanations of the decreased birth rate given by the French themselves 
hypothecate a knowledge of contraconceptive devices. The query was, then, 
why are such devices used. Answers must consider motivation in an un- 
willingness or an incapacity on the part of small or large groups to support 
offspring. Legislation against professional giving of birth control informa- 
tion was not passed until 1920 when knowledge was so widespread that it 
needed no official and little commercial encouragement for its persistence. 

Serious consideration of the problem of depopulation leads necessarily, 
then to a “more complete formulation of the proposition that fertility in a 
given physical environment is a function of the pattern of culture” (p. 
280). The elements in the pattern may be some favorable, some inimical 
and some neutral to fertility. For the last two centuries at least, technologi- 
cal changes have been ‘‘prime movers’ toward cultural change, and their 
impingement upon individuals has not increased stimuli favorable to repro- 
duction—quite the reverse (p. 285). 

The net result of these concurrent forces has been an assault upon the 
family as the reproductive unit; and motivation toward increase in natality 
lies in reéstablishing conditions for a stable family unit at the core of 
individual living or in the substitution of other operational arrangements. 

Mr. Spengler’s analysis of the determination of ability to support off- 
spring lies in calculation of per capita production. The discussion is con- 
fused by the failure of the author to hew to the line of quantitative calcula- 
tion. Per capita production or even per capita consumption of goods and 
services are terms upon which we may conceivably agree. But the projection 
of ‘‘general welfare per capita,’ a correlate of “physio-psychic’’ states, takes 
us into a field of hierarchical dialects which seems inconsistent with the 
author’s insistence upon the validity of individual determination of its share 
in the increase of population. The balance of births and deaths is a calculable 
figure at any given time and may be projected into the immediate future 
at least, with reasonable accuracy. It is suggested that there is a reasonably 
satisfactory measure of human welfare in the amount of biological life 
available to individuals. The “average expectancy of life’’ as compared to 
the potentialities of the situation might be accepted as a measure of well 
being. Mr. Spengler does not give due weight to this possibility but neither 
does the French nation. 

In their national population policies “I will not’ has waited upon ‘! 
will” to negate attempts to secure the desired end. The failure may be in- 
herent in the doctrinal schisms of democratic capitalism (pp. 295-300). 
Historically, programs from the days of Colbert have subsumed the need 
for military power through numbers and the obligation of “lower classes’ 
to produce goods or people as the “upper class” or the state wishes. It is 
the collision of these hypotheses with the equalitarian dogma as it emerged 
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into the “patterns of culture” and more specifically into the widening inter- 
stices of a property integrated and patriarchally dominated family which 
has rendered ineffectual all attempts of the French government to induce 
its people to rear large families. 

A case in point is the system of family wages. In so far as inadequate 
family income is the motivation for limitation it might be effectual. Whether 
a resulting increase among lower income groups would result in a lower 
level physically and mentally for the nation depends upon whether genetic 
superiority is the monopoly of upper income groups. It has been assumed 
that this is a sound thesis. When higher income groups receive payments 
related to size of family, payments must be large. Heavy taxes on high 
income groups are necessary to secure funds. The outcome may be lower 
incomes for the very groups whose increase is desired. Such programs, if 
undertaken with large reservations, as they are in all western states, prove 
self-erasing. Undertaken without reservations, the resulting changes in dis- 
tribution of income and in organization of production will be revolutionary 
for the economic set-up. 

It might be suggested also that the positing of the determination of 
optimum population upon the exhaustibility of resources is open to ques- 
tion. If resources are technologically defined, and Mr. Spengler suggests 
that such is the case, can we accept as valid a conclusion that in the “long 
run point of view none of the factors and conditions mentioned is as sig- 
nificant as the rate at which the supply of exhaustible resources is dimin- 
ished” (p. 260)? 

It may be carping to suggest these deficiencies in the provocative inter- 
pretations which are drawn from the author's study. They indicate a falli- 
bility which proves his kinship with all students who attempt to steer 
between a vague desideratum of individual liberty and the necessary bul- 
warks of social regulation. 

The book is highly recommended to those whose thinking runs to the 
query, what will happen to the democratic nations if their birth rate con- 
tinues to fall in the face of an increase among fascist nations. They will find 
cither a conclusive argument for despair or reason for reémphasis upon a 
continuing search for the integration culturally and individually of eco- 
nomic and political freedom. 


RuTH A. ALLEN 


University of Texas 


NEW BOOKS 


GINSBURG, L. Parenthood and poverty: the population problem of democracy. 
Fabian res. ser. no. 43. (London: Fabian Society. 1939. 1s.) 
GRAUNT, J. Natural and political observations made upon the bills of mortality. 


Edited by Water F. Wittcox. (Baltimore: Johns Hopkins Press. 1939. 
Pp. xiii, 90. $1.50.) 
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UrLANIS, B. C. The history of the United States census (in Russian). (Moscow: 
Gosplanizdat. 1938. Pp. 311. 10 rubles.) 

This is a historical and critical description of the American censuses since 
1790. Following the judgment of Lenin, the author comes to the conclusion 
that ‘‘the data of the American census, in spite of their class tendency always 
directed in favor of the ruling classes, may serve as a valuable means of 
analysis. No similar statistical source exists in the whole world.” 

The bibliography and table of contents are in English. 


P. H. 


Apergu de la démographie des divers pays du monde, 1929-1936. (La Haye: 
Inst. Internat. de Statistique. 1939. Pp. 433. Fl. 8.) 


Social Problems and Reforms 
NEW BOOKS 

ALpricH, W. W. The incompatibility of democracy and a “planned” economy. 
Address at Washington and Jefferson College, June 3, 1939. (New York: 
Chase Nat. Bank. 1939. Pp. 21.) 

ANGELL, P. D. The case for slum clearance by private enterprise: the proposed 
plan for public service building corporations. (Chicago: Chicago Bldg. Con- 
gress. 1939. Pp. 24. 10c.) 

BARNES, H. E. Society in transition: problems of a changing age. (New York: 
Prentice-Hall. 1939. Pp. xviii, 999, xvii. $3.75.) 

BINGHAM, A. M. Man’s estate: adventures in economic discovery. (New York: 
Norton. 1939. Pp. 480. $3.) 

As a literary achievement, this book is highly to be commended. From the 
first page on, its brilliant presentation fascinates the reader. Most impressive 
are the chapters in which the author describes his own life and experiences, his 
growing up in an “economy of abundance” as the spoiled son of a wealthy 
Yale professor, his first grim disillusionment as a farm and a factory hand, his 
travels through the Far East, India, Russia and Western Europe, his talks with 
Gandhi and Mussolini, his gradual conversion to an anti-capitalistic philoso- 
phy. The frankness with which he analyzes his revolutionary period deserves 
appreciation too. 

However, the scientific contribution which the book makes is rather modest. 
The interpretation of the Marxian theory and the analysis of the policies of the 
totalitarian states are neither complete nor always accurate. Moreover, the argu- 
ment which runs through the whole book is too well known to require any 
lengthy discussion. It is a commonplace, that we are living in “a world of transi- 
tion.” Equally, we may agree upon the numerous parallels that may be found 
in the economic organization of the totalitarian states and the ‘‘old Democra- 
cies,” especially the growth of the public sector and the intensification of 
public control. What we wish to know, what we are doubtful about, chiefly 
refers to the character of the forthcoming revolution and to the individual 
trends in the main economic fields: e.g., which features of the various Four-, 
Five- and Ten-Year Plans and of the “New Deal” are to survive or may be 
considered as being only provisional solutions. Concerning these most vital 
questions, the author indulges in generalities or remains silent. 

Occasionally he maintains that “the best shorthand description of the transt- 
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tion” is “from production for the market to production for use.” At the same 
time, he admits that both elements, sale and use, are present in capitalism as 
well as in any “managed economy” (p. 374). He emphasizes unduly that the 
future economic organization should 4 termed “a guided or a managed or a 
directed economy” instead of a “planned economy.” This is of course only a 
verbalization, so long as the differences are not explained. On the other hand, 
he minimizes the opposition between socialism and capitalism: the difference 
between them, he contends, is in many respects ‘‘verbal and unreal’ (p. 89). 
Naturally, every member of the republica litterarum is entitled to choose the 
definitions he personally prefers. Nevertheless, I am afraid that a fruitful 
discussion is not aided by changing the traditional labels without any need. 

Finally, he embarks on a comprehensive ‘“‘New’’ New Deal program, which, 
although interesting in some details, is largely a collection of other people's 
ideas. I feel it is inconsistent for an author who suggests a cautious com- 
promise between free competition and state control and prefers smooth terms 
like guided or managed economy, ultimately to shift to a drastic scheme of 
“integrated planning and control” in all economic fields, mainly agriculture 
and industry, purchasing power, new investment and foreign trade. He even 
suggests a general codrdinating body similar to the Russian Gosplan. 

The book suffers from rationalization, over-simplification and utopianism. 
For the same reasons, it may give comfort to many people, disturbed by the 
gloomy prospect of the political and economic scene. ‘The whole drift of the 
argument of this book is that the basic ills of our economic system are curable 
and are being cured” (p. 441). 


Fritz KARL MANN 


BLIVEN, B. The Jewish refugee problem. (New York: League for Industrial 
Democracy. 1939. Pp. 1-26. 15c.) 

BRECKENRIDGE, S. P. The Illinois poor law and its administration. (Chicago: 
Univ. of Chicago Press. 1939. Pp. 552. $4.) 

CHAWNER, L. J. Residential building. Housing monog. ser. no. 1. (Washington: 
Supt. Docs. 1939. Pp. 19. 10c.) 

A technical monograph on one phase of housing prepared for the Industrial 

Committee of the National Resources Committee. 

CoyLe, D. C. Depression pioneers. Social prob. no. 1. (Washington: Supt. Docs. 
1939. Pp. 19.) 

— . Rural youth. Social prob. no. 2. (Washington: Supt. Docs. 1939. 
Pp. 35.) 

Devine, E. T. When social work was young. (New York: Macmillan. 1939. 
Pp. 163. $1.75.) 

GEMMILL, P. F. and BLopcetT, R. H. Current economic problems. (New York: 
Harper. 1939. Pp. vii, 753. $3.) 


This volume constitutes, in part, a revision of the authors’ Contemporary 
Economic Problems. Of its 26 chapters which deal with the usual material in 
a book on economic problems, 12 are new and 14 have been revised with the 
aim of bringing them up to date. Those who preconceive economic “principles” 
as the fundamental determinants of economic behavior, and who postulate the 
necessary correlate of a substantially rational human factor, will doubtless find 
this book as serviceable as any of its kind. On the other hand, those who view 
institutions along with a pattern of habitual objectives as the basic determinants 
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of that behavior, during a given period of time, will find, I think, that this 
statement will not materially assist them in characterizing the deep-seated nature 
of what are called economic problems. 

When the point of view of the authors is proceeded from—namely, that the 
economic system ‘tends to operate’ according to principles, which, apparently, 
are conceived as immutable and unerring—the exposition of economic problems 
which follows necessarily minimizes their gravity. For from this point of view 
economic institutions—whose development gives rise to problems—cannot 
but be conceived as mere excrescences in the course of economic life; in that 
the substantial content of that life consists of the working out of beneficent 
principles, there is little place left for the rdle of the institutions. Thus the so- 
called problems, taken as resulting from institutional change, come to be viewed 
as somewhat ephemeral and readily soluble. As the authors write, “As for eco- 
nomic institutions, there is every reason to believe that they can be and will be 
changed, whenever society deems a change desirable and takes the trouble to 
bring it about” (p. 10) 

There are those, on the other hand, who do not “know” of immutable and 
unerring principles at work. To these students, mutable and possibly “erring” 
institutions—using the term to include all elements of economic nurture—are 
the sole connecting link between our biological selves and the physical environ. 
ment. They are basal matters of habit intrinsic to the individual or group which 
acts under their guidance. They go to make up, together with the biological 
organism and the physical environment the totality of the economic life process. 
Problems which appear to develop as institutions change are, from this point of 
view, matters of profundity and of a nature that defy definitive diagnosis and 
prescription. What these students look for in a book on problems is an exposi- 
tion of their origin and nature. What they want to know, because of their point 
of view, is not what “we’’ ought to do about it all, but, being reducible to 
propensities and habits, what people are likely to do about it. In brief, they 
look for an explanation of how and in what way human beings get themselves 
into institutional “‘log-jams’’ and how and in what way they re-adapt them- 
selves to their environment when, and if, they do. This book will not appeal, 
I think, to those of this latter-day point of view. 

GusTAvuUS TUCKERMAN 


Grace, A. G. and Mog, G. A. State aid and school costs. (New York: McGraw- 
Hill. 1939. Pp. 415. $3.50.) 

HALL, G. C. The egregious gentile called to account. (New York: League for 
Industrial Democracy. 1939. Pp. 27-40. 15c.) 

Von Hay_K, F. A. Freedom and the economic system. Public Policy pamph. no. 
29. (Chicago: Univ. of Chicago Press. 1939. Pp. iv, 38. 25c.) 

Hous, E. V. Philanthropic foundations and higher education. (New York: 
Columbia Univ. Press. 1938. Pp. x, 365. $3.50.) 


“The specific purpose of this volume is to describe and interpret the 
foundation of one of the forces that have stimulated the development o! 
American higher education during the twentieth century. In the broad out- 
lines of an historical survey it attempts to answer the question: To what ex- 
tent and in what direction has higher education in the United States been n- 
fluenced by (1) the educational and social philosophy of the foundations, 
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(2) their administrative organization and procedure, (3) their research and 
diffusion activities, and (4) their financial resources?” 

KamIAT, A. H. Social forces in personality stunting. (Cambridge: Sci-Art Pubs. 
1939. Pp. 256. $2.50.) 

KENNEDY, A. and VAUGHN, C. Consumer economics. (Peoria, Ill.: Manual Arts 
Press. 1939. Pp. 360. $1.92.) 

Kurtz, R. H., editor. Social work year book, 1939: a description of organized 
activities in social work and in related fields. Sth issue. (New York: Russell 
Sage Found. 1939. Pp. 730. $3.50.) 

The fourth issue in this series was noted in the Review for September, 
1937, page 618. 

Besides a reorganization of material, this volume contains a new part, 
“Public assistance in the states,” covering old-age assistance, dependent chil- 
dren, unemployment relief and public welfare. Two new articles have been 
added, ‘Administration of social agencies’ and “Social action.” 


Lynp, R. S. Knowledge for what? The place of social science in American cul- 
ture. (Princeton: Princeton Univ. Press. 1939. Pp. x, 268. $2.50.) 


This book is based on the author’s notable investigations of Middletown, 
and is addressed to the social scientists, mainly those in political science, law 
and political economy, with a background of philosophy, psychology, sociology 
and anthropology (13). His four years with the Social Science Research Coun- 
cil gave to him his two main points of emphasis, the isolation of the several 
social sciences from each other and their negative attitude and inefficacy in 
dealing with the present-day social crisis. 

Considering what he found in his two prey investigations at ““Middle- 
town” it is not surprising that he should urge his fellow scientists to forget 
their “objective disinterestedness” and join in the investigation and formula- 
tion of plans fundamentally changing and improving social conditions. He 
even formulates a dozen “outrageous hypotheses,” analogous to the “‘sub- 
versive’ hypotheses that started with Galileo in the physical sciences, which 
go to the foundations of the capitalist system and the systems of education and 
religion that support that system. 

He is concerned with the ‘pattern of American culture,” and the two most 
general concepts on which he bases his argument are “culture” and ‘‘value.”’ 
“Culture” is the whole of which the social sciences are parts, and “value” is 
the whole of what human beings are groping for by means of their “insti- 
tutions.” 

This is what he means by “knowledge for what?” Research that will aid 
the practical administrators of affairs in advance of emergencies, such that they 
may accomplish something more effective than “blue eagles, forensic exhorta- 
tions, scattered remedial legislation and laments over the shortcomings of our 
institutions in the face of fascism” (250). 


JoHN R. CoMMONS 


MACHLUP, F. Guide a travers les panacées économiques. Traduit de I’allemand 
par MME. R. HADEKEL. (Paris: Lib. de Médicis. 1938. Pp. 328. 27 fr.) 

MANN, G, C. Bibliography on consumer education (New York: Harper. 1939. 
Pp. ix, 286. $4.) 


This bibliography provides an annotated listing of almost 2,000 articles, 
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books and pamphlets dealing with the problems of consumer education or giy- 
ing buying and use aids to consumers. Part 1 lists materials on consumer eco- 
nomics covering such subjects as the consumer movement, budgets, standards 
and labels, prices, advertising, codperatives, government and the consumer, 
and money and credit. 

Part 2 lists materials which provide information on the purchasing and use 
of such items as food and drink, clothing, shelter, household articles, fuel, 
drugs and cosmetics, automobiles, health aids, and investments. 

Part 3 provides a bibliography of textbooks, and other teaching aids. Part 4 
lists pertinent bibliographies and periodicals. In part 5 attention is given to the 
many commercial publications which combine the sales presentation with 
interesting and more or less objective guides to the consumer in the selection 
and use of items for the home or person. 

A helpful index of authors and subjects is included in the appendix as 
well as a listing of publishers, periodicals, and commercial concerns providing 
aid to the consumer. Little information, however, is given concerning the 
availability of the items listed. 

This volume, though it makes no claims of completeness, provides the most 
comprehensive compilation yet published of certain types of consumer education 
materials. Most ‘‘grass-root’’ consumers, however, will be surprised at the lack 
of reference to the works of those outspoken writers, including the staffs of 
Consumers’ Research and Consumers Union, who have done so much in recent 
years to “educate” consumers to their own need of education. The author's 
editorial defense of his selection is a preface statement that “there is a distinct 
movement away from the sensational exposure type of consumer education 
which predominated during the early history of the movement, to the con- 
structive phase which is now being ushered in.” 


GERALD A. TALLMAN 


Marvin, D. M. and WILLIAMS, G. M. Design for recovery. (New York: Harper. 
1939. Pp. 167. $2.) 

A recognition of needed reforms, but also critical of some of the methods. 
A plea for “interbreeding” of ‘warm hearts and hard heads.” Government 
assistance is needed for recovery, but expenditures should be for worth-while 
projects which will increase production. 

MaSsPETIOL, R. Economie paysanne. (Paris: Lib. de Médicis. 1939. Pp. 190. 15 
fr.) 

Monroe, D., and others. Family income and expenditures, Pacific region. Patt 1. 
Family income. U. S. Dept. of Agric. misc. pub. no. 339. (Washington: Supt. 
Docs. 1939. Pp. 384. 35c.) 

Ovum, H. W. American social problems: an introduction to the study of the 
people and their dilemmas. (New York: Holt. 1939. Pp. 556. $3.) 

PAUSTIAN, P. W. and OPPENHEIMER, J. J. Problems of modern society: an 
introduction to the social sciences. (New York: McGraw-Hill. 1938. Pp. xu, 
571. $3.) 

The authors act as interlocutors, the end men being specialists whose opinions, 
on different sides of controversial questions, are quoted. This is in a way a book 
of readings, the selections being interlarded with text. The text is apt to be 
connective, though frequently the authors give their own exposition or summary. 
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The subtitle explains the inclusiveness of the volume, running all the way 
from money and modern life to marriage and the family and on through the 
judiciary, law and justice to the problem of preventing war. The economist 
finds in the book less of his viewpoint than he believes useful for beginning 
students. Often the matter presented is so various as to be lacking in any 
unity, and confusion is the result. The book is a manufactured one, made too 
much with pastepot and scissors and too little with the pen. It has been revised 
several times, and a number of people have had a hand in its assembly. The 
reviewer wonders whether it is not better to strain an amount of information 
through the intelligence of one or two students and have them report their 
conclusions. A book of the present sort cannot be clear. It is clamorous. Still, 
the authors, while professing neutrality, are liberal in their own slant, and 
have an enlightened attitude toward the materials used and the topics pre- 
sented. This is in itself a significant fact in the history of the making of text- 
books in the social sciences. One hopes that the old of text which began 
and finished with defense of the capitalist system and its institutions is dis- 
credited. Not that this volume goes far in the opposite direction, for the 
authors say: “Since it is too early to make out any except a theoretical case for 
communism, no effort will be made to list the strong features of such a system 
of society. If a case were to be made for communism, it would be necessary to 
fall back upon the long list of assumptions that support the defenders of such 
a system in their struggle to win an opportunity to try their schemes in practice. 
A revolutionary movement is not deemed successful until it has proved its 
worth on the page of history.” This seems a little neglectful of twenty years of 
accomplishment in the Soviet Union, where “the page of history,” so far as 
students of the social sciences are concerned, has received a new impress, and 
one of more consequence than almost any of the expedients brought forward 
in this book. 


BROADUS MITCHELL 


Perry, C. A. Housing for the machine age. (New York: Russell Sage Found. 


1939. Pp. 261. $2.50.) 


It happens that Mr. Perry has applied himself to the studious analysis of 
the social problems commonly appertaining to community neighborhoods. 
Even though such analysis is largely concerned with conditions in the Amer- 
ican metropolis, as in Mr. Perry’s book it is, it nevertheless must not be over- 
looked that the social agglomeration is a combination of custom, creed and 
color and that the degree of dominance of any one of these categories tends 
to invest the community neighborhood with its individuality, no matter 
whether the neighborhoods are situated in the metropolis or in a remote mill 
town. Therefore the analysis of any American community neighborhood by a 
serious and impartial observer merits equally serious attention both on the 
part of less experienced observers as well as on the part of those with com- 
parable experience but with divergent views. 

Mr. Perry’s volume is devoted to an effort to secure the power of eminent 
domain for the purpose of promoting, and making possible, commercial de- 
velopments of certain seldom attained characteristics, on the sanction of pub- 
lic benefits which they would bestow. The neighborhood unit formula which 
Mr. Perry presents in chapter 3 is an attempt to define the characteristics that 
would produce the maximum benefits. 
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The text of the Neighborhood Improvement act formulated and promoted 
by the National Association of Real Estate Boards is used as a tailpiece of Mr. 
Perry’s study because it sounds and accents the note struck in chapter 1 of the 
study—the significance of the neighborhood. 


A. R. Hasse 


SCHIFFER, W. L’article 16 du Pacte de la Société des Nations: son inter prétation 
a la lumiére de sa genése. (Paris: Marchal et Billard. 1939. Pp. 69.) 

TAWNeEY, R. H. Some thoughts on the economics of public education. L. T. Hob- 
house memorial trust lectures, delivered May 12, 1938, at Bedford College, 
London. (New York: Oxford. 1938. Pp. 45. 75c.) 

WAELDER, R. Psychological aspects of war and peace. Geneva stud. vol. x, no, 2. 
(Geneva: Geneva Research Centre. 1939. Pp. 56. 40c.) 

WaITE, W. C. and Cassapy, R., Jr. The consumer and the economic order. (New 
York: McGraw-Hill. 1939. Pp. x, 389. $3.50.) 

Messrs. Waite and Cassady have produced the most comprehensive book on 
economic institutions from the point of view of consumption which the te- 
viewer has seen. The senior author has been teaching university courses in 
this field for many years, and the present volume is in part an expansion and 
revision of an earlier book. Other teachers of economics, particularly those 
giving courses in the field of consumption, will find this book a valuable aid in 
outlining their lectures or work for their students; but the reviewer would not 
recommend it as a textbook or collateral reading for college students or as 
volume to be perused by the general reader. 

The volume appears to be a synopsis of the literature relating to consump- 
tion which has come to the attention of the authors. It includes ideas regarding 
the nature of the economic system, the character of consumption problems, 
elasticity of demand, monopoly price, and other topics drawn from conven- 
tional economic theory; descriptions of the character and effect of marketing 
institutions drawn from business and professional journals; and discussions of 
such topics as the relation of income to consumers’ choices, difficulties encoun- 
tered by consumers in selecting goods and services and in making investments, 
and governmental action and other methods of protecting consumers based on 
research studies, monographs, and reports of governmental departments. All 
of this material is put together with little original thought, a conspicuous 
absence of insight into human psychology and culture, an inadequate appraisal 
of the various economic institutions discussed, and a style easy to read but dull. 

A few examples may be given of the authors’ lack of critical insight. They 
speak of the American Medical Association as a “consumer-protective organ- 
ization” and imply that it is operated primarily for this purpose. They cite an 
American cigarette manufacturer in Mexico who induced his workers to reduce 
absenteeism and to adopt a “higher’’ scale of living by giving the girls silk 
stockings—without questioning whether, in a hot climate, the substitution of 
silk stockings for sunshine and leisure is an advance or a retrogression in 
living standards. In sections headed “critical evaluation of the marketing sys- 
tem’’ and “‘critical evaluation of consumers’ codperation” they obviously at- 
tempt to be accurate and fair. Yet their remarks are trite and they offer few 
constructive suggestions. 

Throughout the book the authors lean far too heavily upon the benefits of 
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competition and seem to be unaware of the inevitable subordination of human 
interests to the profits of a few in our present productive and marketing sys- 
tem, dominated as it is by a comparatively small group of corporation stock- 
holders and officials. Nowhere in the book is mention made of the necessity of 
modifying the nature of existing industrial oligarchies and of providing, by 
some democratic process, for corporate directorates which are responsible to 
consumers if the economic order is to become the true servant of consumers. 


CLARK WARBURTON 


WessTER, E. C. Guidance for the high school pupil: a study of Quebec second- 
ary schools. (Montreal: McGill Univ. 1939. Pp. xvi, 153. $1.75.) 

Managing low-rent housing: a record of current experience and practice in public 
housing, based on lectures and discussions at the Management Training In- 
stitute, Washington, D.C., June 13-24, 1938. Pub. no. N100. (Chicago: Nat. 
Assoc. of Housing Officials. 1939. Pp. 294. $2.) 

The modern social and economic order: a symposium. (Huntington, Ind.: Our 
Sunday Visitor Press. 1939. Pp. 372. $1.50.) 

The path to recovery—thrift or spending? Found. of democracy no. 12. (New 
York: Columbia Univ. Press. 1939. Pp. 23. 10c.) 

Proceedings of the National Conference of Social Work at the sixty-fifth annual 
session held in Seattle, Washington, June 26—July 2, 1938. (Chicago: Univ. 
of Chicago Press. 1939. Pp. ix, 802. $3.) 

Contains 60 papers on various aspects of social work. 

The struggle for economic security in democracy: a symposium arranged by the 
graduate faculty of political and social science of the New School for Social 
Research. Spec. printing of Social Research. (New York: New School for So- 
cial Research. 1939. Pp. 312. 75c.) 

These are our lives: as told by the people and written by members of the Fed- 
eral Writers’ Project of the Works Progress Administration in North Carolina, 
Tennessee, and Georgia. (Chapel Hill: Univ. of North Carolina Press. 1939. 
Pp. xx, 421. $2.) 

A new method is here carried out for obtaining an accurate and highly per- 
sonalized picture of the present-day life of the people in three southern states. 
In typical communities, interviews were distributed throughout the occupa- 
tional group so as to represent a cross-section of the social and economic scale— 
families on relief, white and negro sharecroppers, white and negro farm labor- 
ers, farm owners and landlords, factory workers, housemaids, truck-drivers, 
small-town merchant, negro dentist, country doctor, justice of the peace. 
Instructions to interviewers furnish an outline as a guide to revealing ques- 
tions, and the caution to keep their own opinions hidden in order to “let the 
subjects mind speak for itself.” 

The resulting stories portray important life happenings representative of 
real people in our South. We meet the farm laborer, who is not protected by 
wage and hour laws and is overlooked by social pene the share renter, who 
is a little better off in a good crop year; the landlord, who prospers if he is 


hard-working, intelligent, and lucky in his tenants; the justice of the peace, 
who must be primarily a humanitarian. Their problems of property, income, 
and old-age insurance have not yet been solved. 


BEATRICE A. ROGERS 
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Reviews and New Books 


Insurance and Pensions 


NEW BOOKS 


ACKERMAN, S. B. Insurance: a practical guide for various forms of coverage— 

the policy contracts and the protection afforded purchasers. Rev. ed. (New 
York: Ronald. 1938. Pp. xiii, 599. $4.50.) 

The revised edition, like the first edition of Dr. Akerman’s book published 
more than a decade ago, approaches the subject matter of insurance from 
the standpoint of the buyer. All the major branches of insurance are treated 
except social insurance, which has been purposely omitted. The buyer ap. 
proach has the advantage of treating each kind and type of insurance sep. 
arately as most people do in buying insurance. From the standpoint of 
teaching, the reviewer is convinced that Ackerman’s approach is the best 
for explaining the intricacies of insurance to students in an introductory 
course in general insurance 

Any teacher of insurance appreciates the difficulty of obtaining perfec 
distribution of material in a survey course. In the ag of the reviewer WILst 
the revised edition gives inadequate attention to life insurance, only one dev 
chapter (52 pages) of the thirty. Of course, one can contend with con- Econo 
siderable force that life insurance is more complicated and requires exten. ton 
sive treatment of mortality tables and legal reserve problems for an adequate Penst¢ 
understanding of its principles and problems. Granted also that the other Sbalist 
fields of insurance have much more in common, it is still true that the N. 
buyer’s approach justifies a more extensive treatment of life insurance because 
the general student will usually consider his life policy his most important 
insurance. Furthermore, in most states the aggregate amount of life premiums 
is more than twice the combined premium volume of all other divisions of 
the insurance business 

The volume also has a distinctly legalistic approach to insurance. This MANG 
feature is the logical result of too little emphasis upon the life branch. Sup 
The set of problems which Dr. Ackerman has prepared may enable the TITML 
instructor so to supplement the text that these two shortcomings may be wasi 
eliminated in the actual conduct of a course. Unem, 

On the whole, this volume is but an outline of insurance including many no. 
of the newer and miscellaneous forms of property and casualty coverages. 
This outline form with many numbered paragraphs makes an exceedingly 
useful text for the teacher and for the student, if the teacher elaborates where 
necessary. The volume is especially useful for courses in general insurance 
in which the instructor desires to give a rapidly moving picture of the in- 
surance business without dipping too deeply into the details. 

FRANK G. DICKINSON 
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—_——. Questions and problems to accompany insurance. (New Yotk: Thi 
Ronald. 1939. Pp. 145. 75c.) 

Deck, H. Gewinn- und Verlustquellen der Lebensversicherung mit besonderer 
Beriicksichtigung schweizerischer Verhaltnisse. (Ziirich: Schulthess. 1938. Pp 
xxv, 324. Fr. 8.50.) provid 

FELDMAN, H. and Smiru, D. M. The case for experience rating in employment i teminc 
compensation and a proposed method. (New York: Industrial Relations BM particy 
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“The study has four main ae en (1) to indicate the value in unem- 
ployment compensation of providing incentives to employers to reduce cer- 
tain types of irregular employment, (2) to show that some opposition to 
experience rating derives from misunderstanding of its implications, (3) to 
point out that opposition based on faults of legislative drafting should not 
becloud the real issues, and (4) to present an appraisal of the administra- 
tive problems in the experience-rating provisions of state laws and other 


proposals being considered and to suggest a simple and effective experience- 
rating method.” 


MACLEAN, J. B. Life insurance. Sth ed. (New York: McGraw-Hill. 1939. Pp. 
xii, 668. $4.) 

SHEPARD, H. B, Forest fire insurance in the northeastern states. U. S. Dept. of 
Agric. tech. bull. no. 651. (Washington: Supt. Docs. 1939. Pp. 46. 10c.) 


Wuite, R. C. Administering unemployment compensation. (Chicago: Univ. of 
Chicago Press. 1939. Pp. xi, 312. $2.) 


Wison, A. and Levy, H. Workmen's compensation. Vol. 1. Social and political 
development. (New York: Oxford. 1939. Pp. 349. $3.50.) 


Economical administration of health insurance benefits. (Geneva and Washing- 
ton: Internat. Labour Office. 1939. Pp. 332. $1.75.) 


Pensions and you. (London: Labour Party. 1939. Pp. 111. 1d.) 


Statistical tables from New York insurance report. Advance printing. (Albany: 
N.Y. Insurance Dept. 1939. Pp. 143.) 


Pauperism, Charities, and Relief Measures 
NEW BOOKS 
Mancus, A. R. Changing aspects of rural relief. Res. monog. xiv. (Washington: 


Supt. Docs. 1938. Pp. xxili, 238.) 


Titmuss, R. M. Poverty and population: a factual study of contemporary social 
waste. (New York: Macmillan. 1939. Pp. 348. $3.50.) 


Unemployment and relief—federal or local responsibility? Found. of democracy 
no. 7. (New York: Columbia Univ. Press. 1939. Pp. 23. 10c.) 


Socialism and Codperative Enterprises 


Consumers’ Co-operation in Great Britain: An Examination of the British 
Co-operative Movement. By A. M. CaRR-SAUNDERS, P. SARGANT 
FLORENCE, ROBERT PEERS, and Others. (New York and London: 
Harper. 1938. Pp. 556. $4.00.) 

This comprehensive examination of the British codperative movement 
grew out of a desire on the part of members of the Association of Tutors 
in Adult Education for a thorough and impartial survey which would 
provide adequate material for lecturing to their students. The reviewer is 
reminded of the origins of Henry Clay’s Economics for the General Reader, 
particularly since both books may be considered classics in their fields. The 
present volume was in itself a codperative undertaking, for the general 
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responsibility for the study was undertaken by a committee of individuals 
associated with the universities and adult education, together with repre. 
sentatives of the Codperative Union and the Wholesale Societies. The 
Coéperators provided facilities for the committee to visit the premises and 
examine books and accounts. In addition, a group of students, under the 
direction of Professor P. Sargant Florence, of the University of Birming. 
ham, undertook special investigations on subjects ranging from method; 
and problems of management and democratic control to consumer tastes 
for codperative as compared with non-codperative products. Masses of 
factual material were thus accumulated from varied sources. It is a tribute 
to the success of Professor Peers in revising the manuscript that the final 
volume reads as smoothly as though it were the work of a single author, 

The conclusions of the report are favorable both to the theory and prac- 
tice of codperation. “It is the only alternative scheme of economic organiz- 
tion actually in existence in this country, and the only attempt at generil 
economic planning on a large scale. It has achieved its present scope and 
dimensions without sacrificing anything of the principles of voluntarism.’ 
The verdict echoes that of Sydney Elliott’s The English Co6 peratives, writ. 
ten from within the movement; but the report deals much more critically 
with certain weaknesses in general organization and details. 

At present, capitalist organization struggles with the problem of ensur- 
ing that every increase in production should be accompanied by a corte- 
sponding distribution of the means by which it may be bought for consump- 
tion. The codperative system approaches this objective by the distribution 
of dividends on purchases and has worked back from consumption to 
production in such a way that, theoretically, it seems to have “a continuous 
capacity for expansion.’ However, the potentialities of codperation as 4 
basis for a new system depend on its efficiency in achieving this expansion 
of trade. Can a large and democratic organization, insistent on local auton- 
omy and necessarily somewhat slow-moving, match the aggressiveness and 
flexibility of private enterprise? 

In this connection, the report is especially valuable in contributing a 
analysis of codperative finance and investment. More than 58 per cent of 
the movement's financial resources is invested in non-codperative funds, 
mainly in gilt-edged securities. This is far more than is necessary to maintain 
liquidity to meet possible withdrawal of members’ shares, and argues lack 
of enterprise in developing new ventures. It is suggested that defects in 
leadership are responsible for this over-cautious conservatism. Boards of 
management, including the Boards of the Wholesale Societies, are oftes 
over-burdened with routine duties and have not adequate trained technic! 
assistance. In the retail stores there is a tendency to recruit employees from 
the elementary schools at the age of fourteen, and little is done within the 
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movement to train leaders and educate them in the aims of codperation. 

On the other hand, the codperative movement has given chances to the 
ordinary man and woman, as an active member of the local society, to share 
in responsibility for an immense trading concern. Again, is it possible to 
combine this local, democratic autonomy with sufficient centralization and 
unified direction to ensure efficiency and successful competition with capi- 
talist enterprises organized on a national basis? At present, the movement 
has no unified central authority, and the report, considering this a serious 
defect in organization, suggests the setting-up of an elective codperative 
parliament. This body should meet often enough and long enough to deal 
adequately with large questions of policy, and its decisions should be bind- 
ing on the local societies which have helped to elect it. 

In addition to defects within itself, the codperative movement today is 
beset by certain external hindrances to its development. Capitalism has 
entered on a new restrictive phase, fostered by the devices of marketing 
agreements, quotas, subsidies and tariffs. Producers have invoked the aid 
of the state to enforce restrictions, which are now backed up by the power 
of the law. Codperation can only gain by expansion both nationally and 
internationally, and must fight these tendencies in its own interest and 
also in the interest of the general body of consumers. 

The report states that it “stops short of prophecy.” But the authors have 
not hesitated to discuss obstacles in the way of future expansion and to make 
suggestions which deserve serious consideration from those who are inter- 
ested in organizing codperative activities. The wide scope of the report as 
a whole makes it equally valuable to students of the development and theory 
of consumers’ codperation. 


GLADYs BOONE 
Sweet Briar College 
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Statistics and Its Methods 


The National Income of Australia. By COLIN CLARK and J. G. CRAWForp, 
(London and Sydney: Angus and Robertson. 1938. Pp. viii, 120. 3s, 
6d.) 


This important statistical work by the director of the Bureau of Industry, 
Queensland, and the economist to the Rural Bank of New South Wales, 
deals with recent changes in the national income of Australia and the sig- 
nificance of changes in its composition. 

Building upon the pioneer calculations of Mr. J. T. Sutcliffe (The Na 
tional Dividend, 1926) and the subsequent investigations of Dr. F. C. 
Benham (The Prosperity of Australia, 1928), the authors give their esti- 
mates involving certain refinements of the methods of measurement now 
in common use in Australia. They pay homage to Sutcliffe’s ‘‘remarkable” 
work, but they hold that ‘‘over-much reliance has been placed on a method 
which, while applicable to a group of years preceding 1924-25, is no longer 
suitable without considerable modification” (p. vii). 

The meat of the book is contained in the first six of its twelve brief chap- 
ters. The two methods employed by the authors, as explained in chapter 1, 
are the “incomes received” and ‘‘production’”’ methods. Estimates by the 
first method are based upon income tax returns and on data relating to 
non-taxpayers’ incomes. In the production method the net values are taken 
of primary and secondary production, as recorded by the commonwealth 
statistician. The next two chapters give estimates of the national incomes 
by the two methods; and chapter 4 discloses the closeness of the results 
obtained by the two methods. In chapter 5 the national income is broken 
down into four elements (primary and secondary production, house rents, 
and all other production), and then the national income is traced in chap- 
ter 6 for the 50 years since Sir Timothy Coghlan made the first calculation 
in 1887. There are some gaps, of course; but these are filled in by a process 
of interpolation so that the possibility of error is not great. Finally, the 
national income is reduced to real income by means of price index numbers. 

The book is not limited, however, to a statement of methods and esti- 
mates. It includes such topics as national income and taxation (chapter 9), 
international comparisons (chapter 8), and savings and investment (chap- 
ter 10). 

Two of the most interesting chapters are those on the “multiplier” 
(chapter 11) and on future policy (chapter 12). The former is devoted 
to a consideration of the formula suggested by Mr. J. M. Keynes, which 
the authors find “not convenient” in its present form under the “very dif- 
ferent conditions of Australian economic structure” (p. 92). In the final 
chapter on future policy the authors sound a prophetic warning of a fall 
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in export income for 1938, which “may nearly wreck the whole economic 
structure” (p. 105). As counter-proposals in the public interest, even though 
they be anathema to many in “key positions” in the Australian economy, 
they suggest the familiar palliatives of public works expenditure, low in- 
terest rates, and credit expansion (p. 111). 

The book is a significant contribution to the estimates of the national 
income of a country that, up to 1890, gives a picture of rapid growth that 
perhaps has no parallel. For the decade beginning in 1925 Australia oc- 
cupied sixth place in the world (Weltwirtschaftliches Archiv, January, 
1938). The United States has heretofore held first place, but rough esti- 
mates of the authors put New Zealand at the top of the list at $1,700 per 
head, the United States second at $1,437, Canada close to the United States, 
Great Britain at $1,277, and Australia fifth at $1,177 (pp. 79-80). While 
freely admitting that ‘“‘shrewd conjecture” is still indispensable in any esti- 
mates of the Australian income, the authors believe—and perhaps not with- 
out reason—that the methods which they have used are more accurate than 
any yet published. 

J. S. RoBINSON 

Carleton College 


NEW BOOKS 


ADAMSON, W. M. Income in counties of Alabama, 1929 and 1935. Multilithed 
ser. no. 1. (University, Ala.: Univ. of Alabama Bur. of Bus. Res. 1939. Pp. 


BERNONVILLE, L. D. Initiation a Vanalyse statistique. L’écon. pol. contem- 
poraine, vol. xix. (Paris: Lib. Gén. de Droit et de Jurisprudence. 1939. Pp. 
232. 50 fr.) 

This is an elementary textbook on statistical methods intended for those 
whose mathematical background is not extensive. Its chapters deal with sta- 
tistical series, averages, dispersion, index numbers, graphical representation, 
curve fitting, seasonal variation, simple correlation with a few pages on partial 
and multiple correlation and contingency, elementary probability, several 
properties of normal distributions and a few final pages on ¢, z and x? tests. 

The principal merit of the book is its clarity; its principal deficiency 
lies in the slender assortment of examples, all of which must be familiar to 
readers of French textbooks on statistics—price of wheat, rainfall, fictitious 
wage data, etc. Several features not often seen in American texts may be 
noted: many averages and measures of dispersions are neatly catalogued as 
special cases of f(X) = & f(x;,)/n; Wald’s method of analyzing seasonal 
variations is included with more familiar methods; and there is some 
material on sampling from a finite population. 

H. A. FREEMAN 

—— : C. Graphic presentation, 1939. (New York: Brinton Assoc. 1939. 

p. 512. $5.) 


— C. A critique of Russian statistics, (New York: Macmillan, 1939. Pp. v, 
76. $2.60.) 
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KELLER, E. A. A study of the physical assets, sometimes called wealth, of the 
United States, 1922-1933: a primer of economics—an essay in adult education, 
(Notre Dame, Ind.: Univ. of Notre Dame. 1939. Pp. 140.) 

A sub-title says this is ‘‘a primer of economics: an essay in adult education.” 
The apparent objective was to help the man in the street to comprehend the 
character and extent of his material stake in the country. 

There are three parts: part 1 contains 21 pages of primer-style text covering 
the high lights of the enterprise and the conclusions. Part 2 is a data section 
consisting of 2 pages of text and 22 pages of tables. Part 3, an appendix, con. 
tains a fair balance of text and tables spread over 70 odd pages. Parts 2 and 3 
contain an account of everything in the country from acres to zithers, 

The potency of the study, as an instrument to be used in adult education, js 
likely to be disappointing unless it is supplemented. Anyone needing to have 
material stepped down as much as has been done in part 1 could get nothing 
out of parts 2 and 3. Anyone who can make much out of parts 2 and 3 is either 
saved already or is past redemption. 


E. B. Dane 


MEANS, G. C., director. Patterns of resource use. A technical report prepared by 
the Industrial Section, submitted by the Industrial Committee to the National 
Resources Committee. Prel. ed. for technical criticism. (Washington: Supt. 
Docs. 1939. Pp. v, 149. 35c.) 

The technical report embodies the essential results of prodigious labors ex- 
pended to discover the salient characteristics of the relationship between na- 
tional income and the level of employment. Advanced methods of curve fitting 
were applied to statistics of eighty-one separate industrial segments to get 
close mathematical representation of the series prior to 1932. Functions thus 
determined were used to predict for the period since 1932. Industrial segments 
in which the calculated ordinates for the period since 1932 were close to the 
observed data in value were said to exhibit continuity. Persistence in the forces 
that form patterns in industrial segments was of primary interest since, in 
short-run forecasting, it will determine the reliability of the results. 

There are two fundamentally different notions embodied in the report. One 
is the purely statistical idea that it is possible to break down a complex struc- 
ture into its elements. Furthermore that persistent relationships can be used to 
foretell some events from the knowledge of others. The process is empirical. 
It is great sport. There is reason to believe that it contributes to the economist's 
understanding. The second idea has to do with economic synthesis. The Indus- 
trial Committee has obtained by means of empirical functions an answer to the 
question: How many billions of national income would accompany full em- 
ployment under 1938 conditions? The answer is, roughly, 80 billions. What 
could be more reasonable than the notion that full employment would attend 
an income of 80 billions however derived? Every chemist knows that the re- 
sults of quantitative and qualitative analysis do not give recipes for the syn- 
thetic production of materials. Answers to the questions associated with 
economic synthesis probably are not to be found in the data of times when 
synthesis was not being attempted. The synthesizers are playing stud poker with 
destiny. Sometimes they will win. Sometimes they will lose However, if the 
record is kept straight, and if the patient lives, it may be possible that at some 
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future time economic experts will know exactly how to proceed in order that 
employment will be raised exactly two per cent in precisely six weeks. 
E. B. DADE 


NATHAN, R. R. and MARTIN, J. L. State income payments, 1929-37. (Washing- 
ton: U. S. Dept. of Commerce, Nat. Income Sec. 1939. Pp. 22.) 

SEARLES, C. K., Moore, F. G. and THEoporwes, A. Seasonal fluctuations in 
Toledo business. Bull. 12. (Toledo: Univ. of Toledo Bur. of Bus. Res. 1939. 
Pp. 15. 

he a A. A. Principles of the mathematical theory of correlation. Trans- 
lated by M. KANTOROWITSCH. (London: Hodge. 1939. Pp. x, 194. 12s. 6d.) 

Vinct, F. Manuale di statistica: introduzione allo studio quantitativo dei fatti 
sociali. Vols. 1 and II. 2nd ed. (Bologna: Zanichelli. 1936; 1937. Pp. viii, 
300; 353. L. 32; 40.) 

The second edition of Vinci's textbook includes additional material on each 
chapter. The chapters themselves cover subjects familiar to readers of Ameti- 
can and English texts on economic statistics but in such detail and mathe- 
matical form as might tax some American students. The deficiency of this 
textbook is the absence of much of modern distribution theory. But as it is 
still questionable as to what extent distribution theory can be properly used 
in time-series analysis, criticism here must be light. All in all, Vinci's is a 
worthy book which will compare favorably even with such a good textbook 
as that by Professor Mills. 


H. A. FREEMAN 


alances of payments, 1937. (Geneva: League of Nations. New York: Columbia 


Univ. Press. 1938. Pp. 212. $1.50.) 


A new feature of this year’s compendium is a list of the 57 countries whose 
balances of international payments have been reprinted by the League at one 
time or another (pp. 6-7). This volume, however, reprints figures of only 33 
countries, of which 10 are laggards. The calendar year 1936 was covered by 2; 
5 countries reported for the fiscal year 1936-37; 1 for 1935; and 1 for 1932-33. 
The United States, which formerly reported in the spring, now reports long 
after current interest has vanished, in the autumn; so for the American section 
the League had to use partial information (p. 200). 

Delinquencies like these make the League’s compendium a dead record. 
Apart from reference, the publication has limited value to such alert compilers 
as scrutinize the work of other compilers for ideas to improve their own work. 
The League fails, however, to make the volume, incidentally, a source-book of 
new contributions, by the world’s technical workers in this field, by itemizing, 
estimating, classifying, presenting or interpreting. 

Like its predecessors for perhaps a decade, this 1937 survey has two main 
parts: the last 163 pages show the latest balances of payments of the 33 coun- 
tries, in alphabetical order, usually with notes on the international investment 
status of each. The first 37 pages are devoted to ‘‘An analysis of recent tenden- 
cies"—a sharp enough sketch of a financially anemic world after continuing 
lean years of deflation. That sketch does not spring mainly from balances of 


payments. It could be traced, perhaps improved—with scissors, paste and a file 
of the London Economist. 
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The world’s capital market is almost determined, as all know, by two coun- 
tries: the United Kingdom and the United States. Neither has even a broad} 
dependable balance of payments. “In the official statement of the United States, 
the aggregate deficit on goods, services and gold during the period 1931-1937 
exceeded the net capital inflow by $(old) 1,344 millions—this being the bal- 
ance on account of errors and omissions” (p. 24). That stupendous figure 
seriously belittles the cumulative error in America’s official figures; in dollars 
regardless of parity, the true cumulative error for this peiod is $2,036,000,000 
(p. 119). For all the official figures show, the period is virtually a Dark Age. 

Existing balances of payments of the two leading countries being so fab. 
ulously untrustworthy, the League should devote most of its text to meth. 
odology. Why not a special study of discrepancies and the ways different com- 
pilers use them or gloss them over? Why not illustrate some of the ingenious 
report forms of presentation, as distinguished from account forms? Why not 
ascertain whether gold movements follow net capital movements, marginally, 
in even gold-producing countries? Why not a didactic presentation of max. 
imum comparisons and presumption-of-error principles? 

The official balances of payments of the United States, for thirteen years, 
were reconstructed by the National Industrial Conference Board. The Board's 
volume (by the reviewer and associates) pointed out in detail the worthless. 
ness of the incomparable “‘official’’ figures; and it corrected, with explanations, 
an almost unbelievable heterogeny of omissions and large arithmetic errors. 
Far from recording or describing this sa research, in an addendum 
to the American section, the 1937 compendium nowhere mentions it. 

Ray Ovip HAL 


The dynamics of automobile demand. Based upon Pe ra presented at a joint 


meeting of the American Statistical Association and the Econometric Society in 
Detroit, Michigan, December 27, 1938. (New York: General Motors Corp. 
1939. Pp. 139.) 

Schweizerische Bibliographie fir Statistik und Volkswirtschaft. 2 Jhrg. (Bem: 
Schweiz. Ges. f. Stat. und Volkswirtschaft. 1939. Pp. xv, 107.) 
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NOTES 


The next annual meeting of the AMERICAN ECONOMIC ASSOCIATION will be 
held in Philadelphia, December 27-29. 


The following names have been added to the membership of the AMERICAN 
ECONOMIC ASSOCIATION since May 1: 


Balcom, B. R., U. S. Steel Corp., 436 7th Ave., Pittsburgh, Pa. 

Beach, E. F., 250 W. 22nd St., New York City. 

Reede, K. C., 4 Cleave Dr., Falls Church, Va. 

Blaisdell, P. H., 2122 P St. N.W., Washington, D.C. 

Brimacombe, S. H., 2970 Sheridan Rd., Chicago, Ill. 

Carpenter, O. F., National Mediation Board, Washington, D.C. 
Chudnowsky, W. A., Yale University, New Haven, Conn. 

Crizevsky, M., 5478 University Ave., Chicago, III. 

Fenimore, J. B., 2043 W. Fargo Ave., Chicago, Ill. 

Fishburn, J. T., 2222 Eye St. N.W., Washington, D.C. 

FitzPatrick, P. J., Catholic University of America, Washington, D.C. 
Galbraith, J. K., 207 Littauer Center, Cambridge, Mass. 

Hellborn, L. S., Securities and Exchange Commission, Res. and Stat. Section, Washington, 


D.C. 
Hildebrand, G. H., Jr., Princeton University, Dept. of Econ. and Social Inst., Princeton, N.J. 
Hostutler, H., 304 E. Dudley Ave., Westfield, NJ. 
Johnson, K. W., Doane College, Crete, Neb. 
Kemp, A., 9 Tillinghast Pl., Buffalo, N.Y. 
Lynd, R. S., 75 Central Park West, New York City. 
MacKenzie, W. J., 403 Blackhawk St., Chicago, IIl. 
Nussbaum, H., 1142 49th St., Brooklyn, N.Y. 
Pagani, J., Jr., University of Santa Clara, Santa Clara, Calif. 
Pohly, C., c/o Besancon, 10 bis Blvd. des Tranchees, Geneva, Switzerland. 
Rosenberg, S., 721 Washington St., Hoboken, N.J. 
Rosenthal, I., 50 Union Sq., New York City. 
Schuller, G., New York University, Washington Square College, New York City. 
Seidman, P. K., Farnsworth Bldg., Memphis, Tenn. 
Shapiro, S., 1614 17th St. N.W., Washington, D.C. 
Trezise, P. H., 804 Monroe, Ann Arbor, Mich. 
Watson, D. S., George Washington University, Washington, D.C. 
Wood, J. E., Carl Mackley House, M and Bristol Sts., Philadelphia, Pa. 


Academic Vacancies and 
Applications for Teaching Positions 


Beginning with this issue, and continuing at least through a period of ex- 
perimentation, the Association will render service to members of the Association 
who wish to make known their availability for teaching positions in the field 
of economics and to administrative officers of colleges and universities who 
are seeking to fill vacancies in this field. The Review will publish in this section 
brief descriptions of positions and applicants. 

The officers of the Association take no responsibility for making a selection 
among the applicants or following up the results. The Secretary's Office will 
afford a central point for clearing inquiries; and the Review will publish summary 
descriptions of vacancies and applications. 

It is optional with those submitting such announcements to publish an address 
or to use a key number. 

Communications should be addressed to: The Secretary, American Economic 
Association, Northwestern University, Evanston, Illinois. 


The Proceedings of the Seventeenth Annual Conference of the Pacific Coast 
Economic Association, held at the University of California, December, 1938, 


1939] Notes 665 


664 Notes [ September 


have been published. Among the papers presented were: ‘Stabilization and 
American Monetary Policy,” by Howard S. Ellis; “Taxation for Non-Fisca| 
Purposes,” by Elmer D. Fagan; “Price Discrimination and Its Relation to 
Monopoly,” by Richard B. Heflebower; ‘“A Method of Appraising the Anti. 
Trust Policy of the Federal Government,”” by Thomas Nixon Carver; “F,j, 
Trade Legislation and Resale Price Maintenance,” by Ralph Cassady; “Federal 
Control of the Capital Market,” by Carl S. Dakan; “The Reciprocal Trade 
Agreements Program,” by Theodore H. Boggs; “Shipping Subsidies,” 
Stuart Daggett; “Pacific Coast Trade and the Orient,” by Eliot G. Mears: 
“Some Research Problems on the Industrialization of the West,” by Samuel 
Moment; ‘The Economic Problems of the California Petroleum Industry,” by 
A. H. Hand. 


The sixth annual meeting of the Mid-West Economic Association was held 
at Des Moines, Iowa, April 20-22. The following subjects were treated in 
papers and discussions: price theory; public utilities; the agricultural situation ; 
accounting and large-scale enterprise; the employer-employee relationship: 
economics of consumption; statistics courses in schools of business; problems in 
the teaching of economics; industrial concentration; statistical analyses of 
supply and demand; state tax problems; economics of fascism. The following 
officers were elected for the coming year: president, W. B. Taylor, University 
of Wisconsin ; vice-president, J. E. Kirshman, University of Nebraska; secretary: 
treasurer, C. W. Thompson, University of Iowa. 


Among the sixteen fellowships granted by the American-Scandinavian 
Foundation for study in Scandinavian countries, one was allotted to Robert 
William Bean of Harvard University to study economics in Norway. 


Among the post-doctoral research training fellowships granted by the Social 
Science Research Council is one to Norman S. Buchanan, assistant professor of 
economics at the University of California, for study in England and Sweden 
in the field of monetary and cycle theory. 

Grants-in-aid were given to Daniel Creamer, associate statistician, Bureau of 
Research and Statistics, Social Security Board, for a study of the early financial 
history of the Amoskeag Manufacturing Company; S. Colum Gilfillan, for a 
critical study of our patent and invention system and some of the proposals 
for its amelioration; William Haber, professor of economics at the University 
of Michigan, for a study of unemployment compensation and the labor market; 
Fritz Karl Mann, professor of political economy at the American University, 
for comparative studies of fiscal ideologies and institutions and their interrela- 
tions with economic and social policies; W. H. S. Stevens, assistant director of 
the Bureau of Statistics, Interstate Commerce Commission, for a study of 
capital stock and stockholders’ rights; Norman J. Ware, associate professor at 
Wesleyan University, for a comparative study of labor relations in Great 
Britain and the United States; Vertrees J. Wyckoff, professor of economics at 
St. John’s College, for a study of the economic history of Maryland during the 
seventeenth century; Ronald B. Shuman, assistant professor of business manage: 
ment at the University of Oklahoma, for a survey of petroleum economics in the 
United States. 


An arrangement has been made between the University of Chicago and the 
Cowles Foundation of Colorado Springs whereby the Foundation will be moved 
to the University of Chicago this autumn. Professor T. O. Yntema of the Unr- 
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versity of Chicago becomes director of the Foundation; and Professor Oskar 
Lange and Mr. H. Gregg Lewis of the department of economics at the Univer- 
sity of Chicago will devote half of their time to research for the Foundation. 


The next meeting of the International Institute of Statistics has been post- 
poned to May 10-18, 1940. 


The fourth annual conference on current governmental problems at the Massa- 
chusetts State College, Amherst, will be devoted to the general topic of “Public 
Finance.” The conference will meet November 3-4. For further information 
address Professor Charles J. Rohr, chairman. 


The Vanderblue Memorial Collection of Smithiana (Baker Library, Harvard 
Graduate School of Business Administration, pp. 68) contains an essay by 
Charles J. Bullock and a catalogue of the collection presented to the Harvard 
Business School. 


The Baker Library of the Harvard Graduate School of Business Administra- 
tion has published The Kress Library of Business and Economics Founded upon 
the Collection of Books Made by Herbert Somerton Foxwell, M.A., F.B.A., 
Late of St. John’s College, Cambridge, England (pp. 53). This contains ar- 
ticles on “Herbert Somerton Foxwell: A Portrait,” by Audrey G. D. Foxwell; 
“Professor Foxwell as a Book Collector,” by John Maynard Keynes; and “The 
Present Significance of the Earlier Literature on Economics,” by Abbott Payson 
Usher. 


Recent studies published by the Brookings Institution are Science and Social 
Change, by Professor Jesse E. Thornton and a new edition of Government 
Publications and Their Use, by L. F. Schmeckebier. 


The several periodical services of the National Industrial Conference Board 
have been combined into a single monthly bulletin entitled The Conference 
Board Economic Record. 


The Secretariat of the Institute of Pacific Relations (129 East 52nd Street, 
New York City) has issued a pamphlet on The International Research Program 
of the 1.P.R., 1939-1940 and 1936-1938, by W. L. Holland. 


Professor E. R. A. Seligman of Columbia University, one of the founders of 
the American Economic Association and president in 1902-1903, died July 18. 


Appointments and Resignations 


Albert Abrahamson, associate professor of economics at Bowdoin College, 
has been granted a year’s leave of absence to serve as director of research for 
the Jewish Occupational Council of New York City. The study is expected 
to afford a basis Ios advice to Jewish communities throughout the United States 
‘n regard to vocational guidance, placement and training. 


Roscoe Arant, associate professor of economics at the University of Missis- 
sippi, served as special economist for the Mississippi State Tax Commission 
during the summer. 


George L. Bach of the University of Chicago goes to Iowa State College as 
an instructor in the department of economics and sociology. 
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Joe S. Bain of Harvard University has been appointed lecturer on economic; 
at the University of California at Berkeley. 


P. D. Beaudry of Harvard University is assistant professor of economic 
at Birmingham-Southern College. 


Richard M. Bissell, Jr., has been promoted to the rank of assistant professo; 
in the economics department at Yale University. 


John G. Blocker has been promoted from associate professor to professor 
of accounting at the University of Kansas. 


D. O. Bowman, instructor in economics at Purdue University, has been 
granted another year's leave of absence, which he will spend doing research 
in Washington, D.C., under a fellowship granted by the University of Michi- 
gan and Brookings Institution 


William Bray of Oberlin College is instructor in economics at Cornell Uni- 
versity. 


Emily C. Brown of the department of economics at Vassar College has been 
promoted to the rank of professor. 


Norman S. Buchanan, assistant professor of economics at the University of 
California at Berkeley, will spend the coming academic year in England on a 
Social Science Research fellowship. 


Alfred G. Buehler has resigned from his position at the University of Ver. 
mont to accept an appointment as associate professor of public finance at the 
University of Pennsylvania 


H. H. Burbank has resigned as chairman of the department of economics 
at Harvard University. 


Henry A. Burd, professor of marketing at the University of Washington, 
is on leave for the autumn quarter to engage in research on the problem of 
the shifting of trade areas 


Thomas Nixon Carver will give a course at Occidental College on the factors 
of social evolution during the coming year. 


E. H. Chamberlin has been appointed chairman of the department of eo- 
nomics at Harvard University. 


William C. Cleveland of Indiana University taught courses in money and 
banking during the summer session at the College of the City of New York. 


Allmond Rouse Coleman of the State Planters Bank and Trust Company of 
Richmond, Virginia, is appointed associate professor of accounting at Washing- 
ton and Lee University 


William Edward Cox of the University of Washington gave courses in ac- 
counting during the first term of the summer quarter at the University of 
Virginia. 


G. H. Craig of Harvard University is to be assistant professor of economics 
at Montana State College 
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John H. Crawford has been appointed instructor in economics at Cornell Uni- 


versity. 
Marvyn Crobaugh was promoted to associate professor of economics at Wash- 
ington and Lee University. 


Eugene B. Daniels, assistant professor of transportation at the University of 
Maryland College of Commerce, has a year’s leave of absence for work with the 
United States Tariff Commission in Washington, D.C. 


Rosalie Stewart Detch has resigned her position as instructor in economics at 
West Virginia University. 


Charles A. Ellwood of Duke University was visiting professor of sociology at 
the University of California at Los Angeles for the summer session, 1939. 


G. Heberton Evans, Jr., associate professor of political economy in the Johns 
Hopkins University, has been granted a year's leave of absence to serve on the 
statf of the National Bureau of Economic Research. 


William Fellner is lecturer in economics for the academic year 1939-1940 at 
the University of California, Berkeley. 


Thomas W. Finney, formerly with the Bankers Trust Company of New York, 
is instructor in banking on the staff of the College of Business Administration at 
the University of Arkansas. 


Allan J. Fisher has been appointed assistant professor of business administration 
at the College of Commerce of the University of Maryland. 


John Fordon, instructor in accounting at the University of Washington, has 
been appointed acting instructor in accounting at the University of Iowa for the 
year 1939-1940. 


Harold A. Freeman has been promoted from the rank of instructor to that of 
assistant professor of statistics at the Massachusetts Institute of Technology. 


Lewis I. Froman of the University of Buffalo was visiting professor of economics 
and finance at the University of California summer session, 1939. 


John K. Galbraith, formerly of Harvard University, has been appointed assistant 
professor of economics at Princeton University. 


Frederick B, Garver of the University of Minnesota was awarded an honorary 


degree of doctor of laws at the commencement exercises of the University of Ne- 
braska. 


Paul D. Gemmill, professor of economics at Wharton School, University of 


Pennsylvania, was reélected chairman of the Graduate Group Committee in Eco- 
nomics. 


Paul Geren, instructor in economics at Louisiana State University, has been 
given a leave of absence for the coming year. 


Harry D. Gideonse, who has been for one year head of the department of eco- 
nomics and sociology in Barnard College, Columbia University, has resigned his 
position to accept the presidency of Brooklyn College, New York, beginning with 
the academic year 1939-1940. 
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J. D. Goeltz will return to the University of Tennessee as instructor in account. 
ing after a year’s leave of absence 


W. E. Grimes, head of the department of economics and sociology at Kansas 
State College, gave courses in agricultural economics at the University of Chicago 
during the spring quarter of 1939. 


Allan G. Gruchy has been promoted to the rank of professor of economics in the 
College of Commerce of the University of Maryland. 


William Haber is on leave from the University of Michigan to head the 
National Coérdinating Committee Fund, Inc., in New York City. 


W. Scott Hall has been appointed head of the department of economics and 
sociology at Transylvania College, Lexington, Kentucky. 


Glover D. Hancock, dean of the School of Commerce of Washington and 
Lee University, is a member of the Committee on State Personnel Administra. 
tion which is planning a personnel system for the State of Virginia. 


Tom Hancock has been promoted from assistant instructor to instructor in 
economics at the University of Kansas. 


A. G. Hart of the University of Chicago has been appointed asosciate pro- 
fessor in the department of economics and sociology at Iowa State College. 


Tyler F. Haygood has been promoted from associate professor to professor 
of economics and made head of the department at West Virginia University. 


W. Lawrence Hebbard is returning to the University of Michigan after a 
year of research at the Geneva Research Centre. 


Ridgeway Hoegstedt has been appointed instructor in the department of eco- 
nomics and sociology at the New Jersey College for Women. 


G. R. Holden of Harvard University is to be economist of Eastman Kodak 
Company in Rochester, New York. 


Henry F. Holtzclaw, professor of commerce at the University of Kansas, 
served as regional adjudicator for the Railroad Retirement Board during the 
summer. 


W. S. Hopkins of the department of economics at Stanford University will 
be on leave of absence during the academic year 1939-1940 in order to serve 
as a member of the staff of the Committee on Social Security of the Social 
Science Research Council, Washington, D.C. 


Richard S. Howey, associate professor in economics at the University of 
Kansas, will be on leave during the academic year 1939-1940. 


Harold H. Hutcheson of Princeton University has been appointed associate 
in political economy at Johns Hopkins University. 


Chester Lloyd Jones of the University of Wisconsin taught in the Institute 
of Latin-American Studies at the University of Michigan during the summer 
session. 


John E. Kane has been appointed instructor on the staff of the College of 
Business Administration, University of Arkansas. 
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Clark Kerr has been appointed acting assistant professor of economics at 
Stanford University for the year 1939-1940. 


Lucy W. Killough, assistant professor of economics at Wellesley College, 
will be on leave of absence during the second semester of the academic year 
1939-1940, engaged in research with respect to tax exemptions for industrial 
purposes. 


Weston LeBarre has been appointed instructor in the department of eco- 
nomics and sociology at the New Jersey College for Women. 


Richard A. Lester, assistant professor of labor at the University of Washing- 
ton, is on leave during the autumn quarter to spend time in research on current 
problems of labor. 


H. Gregg Lewis has been appointed an instructor in the department of 
economics at the University of Chicago. 


William W. Lockwood, Jr., research secretary of the American Council of 
the Institute of Pacific Relations, taught in the Institute of Far Eastern Studies 
at the University of Michigan during the summer session. 


D. W. Lusher of Massachusetts Institute of Technology is to be instructor of 
economics at Bowdoin College. 


John T. Lynch, formerly of New York University, has been appointed 
assistant professor in the department of management of the School of Com- 
merce of the University of Denver. 


Francis McIntyre of the Cowles Commission for Research in Economics, will 
be on leave of absence for the academic year 1939-1940 and will serve as as- 
sistant professor of economics at Stanford University. 


Alpheus Royall Marshall, associate professor of economics at the University 
of Maryland, gave the course in economic geography during the summer quar- 
ter at the University of Virginia. He has been concurrently acting as consultant 
(technical expert) with the National Bituminous Coal Commission. 


Donald Martin resigned as assistant professor of economics at Washington 
and Lee University to join the faculty of the department of economics at the 
University of North Carolina. 


Edgar W. Martin of the University of Chicago has been appointed instructor 
in the department of economics at Beloit College. 


James W. Martin has returned to the University of Kentucky after com- 
pleting his term of service as the Kentucky Commissioner of Revenue. 


Gerald J. Matchett has been appointed instructor in the department of eco- 
nomics at Indiana University. 


Lewis A. Maverick of the University of California at Los Angeles has re- 


turned from a year’s study in England and France to resume his duties for the 
coming academic year. 


Harvey G. Meyer of the University of Tennessee taught accounting courses 
at Marquette University during the summer session. 
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Earl J. Miller, dean of men and professor of economics at the University 
of California at Los Angeles, is on sabbatical leave for the academic year 1939. 
1940. 


Broadus Mitchell, formerly associate professor of political economy in Johns 
Hopkins University, will be visiting professor in Occidental College, Lo; 
Angeles, for the academic year 1939-1940. 


Jacob L. Mosak is an instructor in the department of economics at the Uni. 
versity of Chicago. 


Margaret Myers, assistant professor in the department of economics at Vassar 
College, has been promoted to the rank of associate professor. 


T. L. Norton of the University of Buffalo has been appointed to the New 
York State Board of Mediation. He will continue his work as associate profes. 
sor of economics at the University of Buffalo. 


Henry M. Oliver, Jr., of Duke University is an instructor in the department 
of economics at Yale University 


Bernhard Ostrolenk of the College of the City of New York was a member 
of the economics faculty at Indiana University during the summer session. 


W. V. Owen of Purdue University has been promoted to the rank of pro- 
fessor of economics. 


Ernest F. Penrose, associate professor of economics at the University of 
California, Berkeley, has joined the staff of the International Labor Office in 
Geneva for the academic year 1939-1940. 

Evald Peterson has been appointed associate in accounting at the University 
of Washington. 


Dorothy Pickett will join the staff of the department of economics 2 
Wellesley College, taking the classes of Mrs. Lucy W. Killough during the 
second semester of 1939-1940. 


K. E. Poole of Harvard University is to be assistant professor of economics 
at Brown University. 


Galen B. Price has been appointed instructor on the staff of the College of 
Business Administration, University of Arkansas. 


E. A. Radice has resigned his post at Wesleyan University to take a position 
in the Financial Section of the League of Nations. 


B. U. Ratchford resumes his work at Duke University after a year as visiting 
professor at the University of Virginia. 


Charles F. Remer returns to the University of Michigan after a year a 
director of the Geneva Research Centre, Geneva, Switzerland. 


L. G. Reynolds of Harvard University is to be associate in political economy 
at Johns Hopkins University 


Ross Robertson has been promoted from assistant instructor to instructor 
in economics at the University of Kansas. 
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Leo Rogin, associate professor of economics at the University of California, 
Berkeley, will be on sabbatical leave during the current academic year. 


Julius A. Roller has resigned as associate in accounting at the University of 
Washington to engage in graduate study at the University of Michigan. 


Emerson P. Schmidt of the University of Minnesota is assisting Mr. Jay C. 
Hormel of the Hormel Packing Company at Austin, Minnesota, with a re- 
search program on the stabilization of employment. 


L. A. Schmidt of Marquette University was in charge of accounting courses 
at the University of Tennessee during the summer session. 


T. W. Schultz, chairman of the department of economics and sociology at 
lowa State College, taught courses in agricultural economics at the University 
of Chicago during the summer quarter. 


William H. Shannon has been promoted to the rank of associate professor 
of accounting at the University of Kansas. 


I. L. Sharfman, chairman of the department of economics at the University 
of Michigan, taught during the summer quarter at Stanford University. 


Paul B. Simpson has been appointed instructor in economics at Cornell Uni- 
versity. 


John J. Smith, acting assistant professor of commerce at the University of 
Virginia, has accepted a position at Simpson College, Indianola, Iowa, as as- 
sociate professor and head of the department of economics and business ad- 
ministration. 


Marlyn A. Smull, instructor in economics at the University of Tennessee, 
spent the summer with the International Association of Milk Dealers to make 
a survey of the methods used in hiring and training milk salesmen. 


Byron Sparks, instructor on the staff of the College of Business Administra- 
tion, University of Arkansas, has accepted an appointment as accountant with 
the Arkansas State Public Utilities Commission. 


_W. Mackenzie Stevens, dean of the College of Commerce of the University 
of Maryland, has been concurrently serving as special consultant with the 


Central Statistical Board in charge of affairs concerned with the 1940 census 
of business. 


George W. Stocking of the University of Texas has been appointed to repre- 
sent the American Economic Association at the inauguration of Homer Price 
Rainey as president of the University of Texas, and at the preceding conferences 
on outstanding educational problems, December 7-9, 1939. 


Marvel M. Stockwell of the University of California at Los Angeles has been 


nowy sabbatical leave for the second semester of 1939-1940 to study in 
ngland., 


Mabel Timlin, instructor in economics at the University of Saskatchewan, 
is on leave during the year 1939-1940 to engage in research. 
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James Tinley. associate professor of agricultural economics at the University 
of California, Berkeley, is on sabbatical leave during 1939-1940. He will spend 
most of the year in South Africa studying the effects of agricultural policy on 
the standard of living with special reference to the native population. This 
study is made possible largely by a grant from the Carnegie Corporation. 


Lawrence Vance has been appointed instructor in accounting at the Univer. 
sity of Kansas. 


Jacob Viner of the department of economics, University of Chicago, attended 
the twelfth session of the International Studies Conference, Bergen, Norway, 
from August 27 to September 2 as a member of the American delegation, 


Frank T. de Vyver, assistant professor of economics at Duke University, 
gave the course in labor during the first term of the summer quarter at the 
University of Virginia. 


W. Allen Wallis of the department of economics at Stanford University, 
is on leave of absence during the academic year 1939-1940, serving as research 
associate with the National Bureau of Economic Research. 


Leonard L. Watkins of the University of Michigan taught during the summer 
session at Northwestern University. 


S. M. Wedeberg, professor of accounting in the College of Commerce at 
the University of Maryland, has recently served as consultant with the Com. 
modity Exchange Corporation in the analysis of brokerage accounts. 


Frank E. Williams, professor of geography at the Wharton School, Uni- 
versity of Pennsylvania, was elected chairman of the Social Science Division 
of the Graduate Faculty 


Harold F. Williamson, Jr., will be an assistant professor in the economics 
department at Yale University. 


John A. Wolfard of the University of Wisconsin has been appointed acting 
instructor of labor at the University of Washington for the autumn quarter 
of 1939. 


Holbrook Working of the Food Research Institute, Stanford University, 
served in May and June as a consultant for the Commodity Exchange Ad- 
ministration. 


D. McC. Wright of Harvard University is assistant professor in the depatt- 
ment of commerce and business administration at the University of Virginia. 


H. W. Wright has been appointed acting instructor in accounting at the 
University of Washington 


Paul H. Wueller of the department of economics of the Pennsylvania State 
College has been appointed chief of the Economic Studies Division of the 
Bureau of Research and Statistics of the Social Security Board, Washington, 
D.C. 


Ervin K. Zingler of De Paul University has been appointed assistant pto- 
fessor of economics at Louisiana State University. 
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THIRTY-SIXTH LIST OF DOCTORAL DISSERTATIONS IN POLITICAL 
ECONOMY IN PROGRESS IN AMERICAN UNI- 
VERSITIES AND COLLEGES 


Students whose period of continuous non-residence exceeds three years are omitted 
from the list. The last date given is the probable date of completion. 

The first list of this kind was dated January 1, 1904, and was sent to all members, but 
not regularly bound in the publications. The subsequent lists have appeared in the pub- 
lications as follows: 


A notation as to the earlier lists, extending from 1905 to 1927, may be found in the 
Review for September, 1927, p. 574. 


Twenty-fifth list, 1928, in the REvigEw for September, 1928, p. 589. 
Twenty-sixth list, 1929, in the Review for September, 1929, p. 533. 
Twenty-seventh list, 1930, in the Review for September, 1930, p. 574. 
Twenty-eighth list, 1931, in the Review for September, 1931, p. 582. 
Twenty-ninth list, 1932, in the Review for September, 1932, p. 561. 
Thirtieth list, 1933, in the Review for September, 1933, p. 560. 
Thirty-first list, 1934, in the Review for September, 1934, p. 573. 
Thirty-second list, 1935, in the Review for September, 1935, p. 614. 
Thirty-third list, 1936, in the Review for September, 1936, p. 581. 
Thirty-fourth list, 1937, in the Review for September, 1937, p. 638. 
Thirty-fifth list, 1938, in the Review for September, 1938, p. 621. 


The present list specifies doctoral dissertations completed and accepted by the various 
universities, and, in cases where a publishing company was reported, this has been given. 
Titles not marked “completed” are assumed to be still in preparation. It will be noted 
that some thesis titles in the field of sociology are omitted, inasmuch as a list is published 
in the American Journal of Sociology. 

The list represents the status of the several theses on May 1, 1939. 


Theory and Its History 


ApOLPH GRAUDAN ABRAMSON, A.B., West Virginia, 1929; M.A., Brown, 1936. Theory 
and measurement of competition and their relation to government policy. 1939. Brown. 

GARDNER ACKLEY, A.B,, Western State Teachers, 1936; A.M., Michigan, 1937. Spatial 
price relations and imperfect competition. 1940. Michigan. 

CLay J. ANDERSON, B.S., Missouri, 1926; A.M., 1927. The development of public works 
theory and policy in relation to the business cycle. 1940. Michigan. 

Jor S. BAIN, Jr., A.B., California, 1935. The concept of depreciation in capital theory. 
1939, Harvard. 

EARL FRANCIS BEACH, Ph.D., Harvard, 1938. The measurement of real capital. Accepted. 

RicHARD M. Bissett, B. A., Yale, 1932. Theory of capital under static and dynamic condi- 
tions. 1939. Yale. 

FRANCIS MurrAY Boppy, B.B.A., Minnesota, 1930; M.A., 1936. The influence of costs 
on production and price policy in a joint-product industry. 1938. Minnesota. 

MARTIN BRONFENBRENNER, A.B., Washington, 1934. Monetary theory and general equi- 
librium: a study in unification, 1939. Chicago. 

James J. A. Cargy, A.B., St. Francis, 1918. Theory of property rights in the Christian 
tradition. 1940. Columbia, 

F, LucILe CHRISTMAN, A.B., Ohio State. The development of the doctrine of liquidity. 
1940. Ohio State. 

WALTER ALEXANDER CHUDNOWSKY, A.B., Pennsylvania, 1934; A.B., Oxford, 1936. An 
empirical study of factors affecting corporate capital outlays. 1940. Columbia. 

SISTER MARY THOMASINE CuSACK, O.P., A.B., Rosary, 1928; A.M., Catholic, 1936. The 
significance in economic theory of a changing concept of property. Catholic. 
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BERNARD WILLIAM Dempsey, A.B., St. Louis, 1928; A.M., 1929. Comparison of modem 
usury theories with Continental writers during the price revolution. Harvard. 

IvAN V. EMELIANOFF, Polytechnic Institute of Emperor Alexander II, Kiev; Russian 
Academic Group, Czechoslovakia. Economic theory of coéperation. 1939, Columbia. 

Maurice A. FREEMAN, B.A., British Columbia; M.A., Ohio State. A concept of process 
in the work of Karl Marx, Thorstein Veblen and John R. Commons: a study in the 
relationship between history and cultural science. 1939. Ohio State. 

JosHuA CLapp HuBBarD, Jr., Ph.D., Harvard, 1938. The theory of the process of eo. 
nomic development. Accepted 

JOHN KENNETH LANGUM, B.A., Colorado College, 1933; M.A., Minnesota, 1936, The 
monetary framework of system analysis. 1939. Minnesota. 

Ta-CHUNG Liu, Tanshan ( ge of Chiaotung University, 1936. A study in railroad rate. 
making. 1939. Cornell 

HELEN J. MELLON, A.B., Brooklyn, 1935; A.M., Columbia, 1936. Development of qualita. 
tive credit theory. 1940. Columbia. 

BERNARD MEYER, B.A., College of the City of New York; M.A., Columbia. The ise 
and decline of laissez-faire in the United States. Fordham. 

RAYMOND F. MIKESELL, Ph.D., Ohio State, 1939. Marginal production and demand fo; 
labor. Accepted. 

JOHN ALGOT NorDIN, JR., B.A., Minnesota, 1935; M.A., 1937. The development of the 
theory of interest since 1900. 1941. Minnesota. 

Louis OLSHEvsKy, A.B., Cornell, 1931; A.M., 1932. Contributions to the theory of 
value. Columbia. Accepted 

RALPH WEST Rosey, A.B., Indiana, 1920; A.M., Columbia, 1923. Purchasing power: 
theories of Stephen A. Colwell. Columbia. Accepted. (Published by Prentice-Hall, Inc.) 

MICHAEL SAPIR, A.B., Yale, 1934. Economic theory and the concept of exploitation in 
selected writers. 1940. C/ 

CHARLES J. SHOHAN, A.B., North Carolina, 1930; A.M., 1933. Nature and significance 
of economics in American economic thought, 1886-1895. 1939. Chicago. 

PAUL B. SIMPSON, B.S., Reed, 1936. Economics of rate making under government owner- 
ship of the railroads. 1939. Cornell 

EMILE BENOIT SMULLYAN, Ph.D., Harvard, 1938. French sociological theory and its critics. 
Accepted. 

WILLIAM A. Spurr, A.B., Harvard, 1925; M.B.A., 1928. Seasonal variations in Japan. 
1939. Columbia. 

GEORGE JOSEPH STIGLER, Ph.D., Chicago, 1938. Studies in the history of production and 
distribution theories, 1870 to 1895. Chicago. Accepted. 

CLAUDE LAURENCE STINNEFORD, B.S., Colby, 1926; A.M., Brown, 1927. An analysis 
of current wage and hour doctrines. 1939. Chicago. 

MERTON PHILIP STOLTZ, B.B.A., Minnesota, 1934; A.M., Brown, 1936. The econometrics 
of international trade. 1939. Minnesota. 

SipNEY C. SUFRIN, B.A., Pennsylvania. The economic theory of wages and hours legisla 
lation. 1939. Ohio State 

ROBERT ADOLPHE TRIFFIN, Ph.D., Harvard, 1939. Monopolistic competition and the 
theory of general equilibrium. Accepted. 

WILLIAM SPENCER VICKERY, B.S., Yale, 1935; A.M., Columbia, 1937. Behavior of 
marginal costs. 1940. Columbia 

MICHAEL WERMEL, B.S., New York, 1931; M.S., Columbia, 1932. The development of 
classical wage theory. 1939. Columbia. Accepted. (Published by Columbia University 
Press. ) 

HoMER W. WipENeR, B.A., M.A., Oberlin. Consumption theory and expenditure pat- 
terns. 1940. Ohio State 

SAMUEL WILCOX, B.A., Richmond, 1933; M.A., Virginia, 1936. Veblen’s criticisms o! 
the Austrians and classicists 10. Virginia. 

VirceEL G. Wituire, B.A., Oklahoma, 1921; M.A., 1930. Some near economists 0! 
eighteenth-century America. 1940. Wisconsin. 
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NATHANIEL WOLLMAN, B.A., Pennsylvania State, 1936. The market en 
analysis. 1939. Princeton. concept 


Economic History and Geography 


AgrroL ARNOLD, Ph.B., Chicago, 1931. Economic trends at the end of the sixteenth 
century. 1939. Chicago. 

WituiAM C. BacLey, Jr., A.B., Yale, 1930. An economic preface to the Civil War. 
1940. Columbia. 

JosepH CANNON BaiLey, A.B, Illinois, 1924; A.M., Columbia, 1933. The Upper 
Mississippi Valley: am economic and social history of its agricultural life. 1940. 
Columbia. 

THOMAS SENIOR Berry, Ph.D., Harvard, 1938. Wholesale commodity prices in the Ohio 
Valley, 1816-1860. Accepted. 

JAMES JOSEPH CARNEY, JR., A.B., Harvard, 1931; A.M., 1933. Some aspects of Spanish 
colonial policy. 1938. Duke. Accepted. 

Westey C. CLarK, A.B., Marietta, 1930; M.A., Pennsylvania, 1938. The effects of 
economic changes on a president's popularity. 1940. Pennsylvania. 

WittiAM HENRY Dean, JR., Ph.D., Harvard, 1938. The theory of the geographic location 
of economic activities, with special reference to historical change. Accepted. 

F. J. Ericson, A.B., Broadview (Illinois), 1924; A.M., Chicago, 1929. Mercantilism or 
imperialism as a cause of the American Revolution. 1939. Chicago. 

Moses I. FINKELSTEIN, A.B., Syracuse, 1927; A.M. Columbia, 1929. Economic policy 
of the Athenian state in the fifth and fourth centuries. 1940. Columbia. 

JoHN WILLIAM FLEMING, Ph.D., Harvard, 1938. Maine: studies in resources, finance, 
local government, and economic history. Accepted. 

Wipert G. Fritz, B.S., Kansas State Agricultural, 1927; M.B.S., Northwestern, 1928. 
Regional economic factors in the United States, 1941. Columbia. 

ELEANOR S. GopFREY, A.B., Smith, 1935; A.M., Chicago, 1936. Government regulation 
of industry in the reign of James I as illustrated by the monopolies. 1939. Chicago. 
RoBerT EDWARD GRAHAM, JrR., B.S., Clemson, 1936; M.S., Virginia, 1937. The industrial 

development of the South, 1899-1937. 1940. Virginia. 

RALPH Murray HAVENS, A.B., Baker, 1927; M.B.A., Kansas, 1933. Laissez-faire in the 
United States during nineteenth-century depressions. 1940. Duke. 

Muriet E. Hipy, B.A., British Columbia, 1927; A.M., Clark, 1928. George Peabody, 
merchant and financier, 1829-54. 1939. Radcliffe. 

C. J. HYNNING, A. B., Chicago, 1934; J.D., Kent Law School, 1934. Trends in state 
resources planning. 1939. Chicago. 

WILLERY JACKSON, A.B., Mississippi State College for Women, 1921. The repudiation 
of the planters’ bank and the Mississippi union bank bonds. 1940. Columbia. 

SisTER MARIETTA JENNINGS, A.B., St. Catherine, 1919; A.M., Columbia, 1925. A pioneer 
merchant of Saint Louis. Columbia. Accepted. (Published as study no. 462 in Columbia 
Studies in History, Economics, and Public Law.) 

M. D. Kennepy, A.B., Clark, 1929; A.M., 1930. A history of French slavery, 1815-48. 
1939. Chicago. 

M. A. KuHN, A.B., Park (Missouri), 1931; A.M., Chicago, 1934. Economic factors in 
the development of the Republican party, 1852-1860. 1940. Chicago. 

SHAW LiverMORE, A.B., Dartmouth, 1922; M.B.A., Harvard, 1924. Early speculative 
land companies and associations. Columbia. (Published by the Commonwealth Fund.) 
Bertie MetveL McGee, B.S., North Georgia Agricultural, 1926; M.S., North Carolina, 
1928. The industrial development of North Georgia. 1939. North Carolina. 

EDGAR WINFIELD MARTIN, A.B., Washburn, 1932; A.M., Chicago, 1934. The standard 
of living in the United States about 1860. 1940. Chicago. 

MarcareT E, MarTIN, A.B., Barnard; A.M., Columbia. Merchants and trade of the 
Connecticut River Valley, 1750-1830. Columbia. 


B. G. Mattson, Jr., A.B., Oberlin, 1922. Radicalism in the United States, 1783-1800. 
1939, Chicago. 
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HuGH SAGER Meap, A.B., Chicago, 1900. The economic development of the Philippine 
Islands during the American administrations. 1940. Chicago. 

ALLEN W. Mocer, A.B., Randolph-Macon, 1927; A.M., Columbia, 1935. Economic and 
political transition in Virginia, 1885-1905. 1940. Columbia. 

MILDRED BUZEK OTENASEK, A.B., Notre Dame of Maryland, 1936. Financial policies of 
Alexander Hamilton. 1939. Johns Hopkins. 

KENYON EpwarD Poo.e, Ph.D., Harvard, 1938. German recovery policies, 1932-1937. 
Accepted. 

W. R. Reesg, A.B., Illinois, 1932; A.M., 1933. The tithe controversy in the Tudor. 
Stuart period. 1939. Chicago 

ANNE T. SHEEDY, A.B., Smith, 1922; A.M., Columbia, 1923. Economic and soca 
conditions as reflected in the works of Bartolus. 1940. Columbia. 

ELEANOR E. SMITH, A.B., Smith, 1935; A.M., Chicago, 1936. Sir Giles Mompesson, 
monopolist. 1939. Chicag 

THOMAS Harvey SMITH, B.A., Columbia, 1922; M.B.A., Harvard, 1924. A qualitative 
and quantitative study of recovery in Great Britain and the United States since 1929, 
1939. Wisconsin. 

C. C. STetie, Ph.D., Ciicago, 1938. Americans and the China opium trade in the nine. 
teenth century. Accepted 

HuGH J. Witt, A.B., St. Vincent, 1928; A.B., Cambridge, 1934. Germany's economic 
and cultural interests in China, 1896-1910. 1940. Columbia. 

C. B. WorTHEN, B.E., Washington, 1920; A.M., 1928. History of central Montana. 
1939. Chicago. 


Agriculture, Mining, Forestry, and Fisheries 


JOHN A. Baker, B.S., Arkansas, 1935. Theory of agricultural land income. 1940. Wis. 
consin. 

G. Max BrAL, B.S., Utah State Agricultural; M.S., Wisconsin, 1938. Contractual relations 
between growers and canners in the sale of cash crops. 1940. Wisconsin. 
RICHARD T. BOHAN, B.B.A., Washington, 1924; M.B.A., 1925. The agrarian reform in 
Mexico and its effect upon agricultural production, 1910-1937. 1940. Michigan. 
WALTER MARION BrROADFOOT, B.S., Mississippi, 1934; M.S., West Virginia, 1936, The 
influence of different varieties of trees on forest soils. 1940. West Virginia. 

RAYMOND T. Burpick, B.S., Cornell, 1912; M.S., Colorado State College of Agriculture 
and Mechanic Arts, 1922. A consideration of the effect of different combinations of 
enterprises upon net profits from irrigated farming in northern Colorado. 1940. Chicago. 

JAMES PIERCE CAVIN, Ph.D., Harvard, 1938. The sugar quota system of the United States, 
1933-37. Accepted. 

ROBERT MARION CLAWSON, B.S., Nevada, 1926; M.S., 1929. Economic organization of 
the range livestock industry of the United States. Harvard. 

GLENN Horace Craic, B.A., Alberta, 1930; M.A., McGill, 1933. Land utilization in the 
arid plains of western Canada. Harvard, 

ROBERT J. EGGERT, B.S., Illinois, 1935; M.S., 1936. Study of cold storage lockers in 
Minnesota. 1940. Minnesota 

SELMER A. ENGENE, B.S., Minnesota, 1931. An economic analysis of the production and 
utilization of roughage on southern Minnesota farms, and its effect on farm organiza- 
tion and earnings. 1940. Minnesota. 

James GILBERT Evans, A.B., Simpson, 1921; A.M., Illinois, 1924. American agricultural 
export policies, 1839-1939. 1940. Chicago. 

Wa.tiace T. FERRIER, Ph.D., Minnesota, 1938. A study of farm mortgage credit in the 
spring wheat region. Accepted 

DENNis ALFRED CUNLIFFE FITZGERALD, Ph.D., Harvard, 1938. Livestock under the Agn- 
cultural Adjustment act. Accepted 

FRANK L. FLEMING, Ph.D., Minnesota, 1938. Economic aspects of soil conservation and 
production control in the corn belt. Accepted. 
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RupoLPH K. FROKER, B.S., Minnesota, 1925; M.A., 1927. Large-scale organization in 
the dairy industry. 1939. Minnesota. 

VARDEN FULLER, A.B., California, 1934. The supply of agricultural labor as a factor 
in the evolution of farm organization in California. 1939. California. 

JoHN LEONARD FULMER, B.S., Clemson, 1933; M.S., Cornell, 1937. An economic analysis 
of entrepreneurship in cotton production and the effect of shifting risk on income 
expectancies. 1939. Virginia. 

PorTER L. Gappis, B.S., Nebraska, 1916; M.A., 1920. The principles of agricultural real 
estate valuation. 1940. American. 

WILFRED JosEPH GARVIN, A.B., St. Francis Xavier, 1934; A.M., Catholic, 1935. Some 
factors affecting the production of milk and its products and their relation to the 
apparent consumption in Novia Scotia, Catholic, 

EuceENE O. Gotus, A.B., Columbia, 1934; A.M., 1935. Agriculture and protectionism 
in France, 1881-1914. 1940. Columbia. 

Jack GOTTSEGEN, A.B., Amherst, 1923; M.B.A., Harvard, 1930. Tobacco: a study of 

" its consumption in the United States. 1939. Columbia. 

Percy Love GuYTON, B.S., Mississippi State, 1927; M.B.A., Northwestern, 1932. Promo- 
tion of the interests of American cotton farmers by the federal government. 1940. 
Duke. 

OrviLLE J. Hatt, B.S., Arkansas, 1925; M.S., Minnesota, 1928. An economic study of 
rice production in Arkansas. 1940. Minnesota, 

THoMAS HAMILTON, M.S., Columbia, 1924. A statistical study of wool prices. Columbia. 
Accepted. 

CuarLes W. Hauck, Ph.D., Ohio State, 1939. The relationship of price to quality and 
grade of fruit and vegetables. Accepted. 

GrorRGE VICKERS HAYTHORNE, A.B., Alberta, 1930; A.M., 1932. Agriculture and the 
farm worker: an analysis of labour in farming based on a study of eastern Canada. 
Harvard. 

Louis F, HERRMANN, B.S., Michigan State, 1932; M.S., West Virginia, 1934. The 
economy of feeding dairy herds in West Virginia. 1940. Minnesota. 

JAMES CHRISTIAN HILL, A.B., Swarthmore, 1935. Agricultural labor as an emergent prob- 
lem, with special reference to labor organization and disputes. 

JuuiAN ApamR Ph.D., Harvard, 1938. The principle of comparative advantage 
applied to farm organization as found in type-of-farming areas in Kansas. Accepted. 

HAROLD F, HOLLANDS, B.S., Minnesota, 1923. An economic study of reclamation projects 
in central Washington, with particular reference to plans for repayment of construction 
costs. 1939. Minnesota. 

SARAH JENKINS, A.B., William Smith College, Geneva, New York, 1936; A.M., Columbia, 
1937. Timber monopoly in the Pacific Northwest. 1940, Columbia. 

Horace RICHARD JOSEPHSON, B.S., Pennsylvania State, 1932; M.S., California, 1933. 
Factors affecting costs and returns of timber production in second-growth pine stands 
of the Sierra Nevada foothills. 1939. California. 

LAWRENCE E. KinpT, B.S., Alberta, 1927; M.A., Minnesota, 1930. The sheep ranching 
industry in western Canada. 1940. American, 

ALAN C, LANYON, B.S., Johns Hopkins, 1936. Anthracite: the decline of an industry. 
1940. Johns Hopkins. 

HENRY EARLE LARZELERE, Ph.D., Wisconsin, 1938. The Agricultural Adjustment Ad- 
ministration and the marketing of Wisconsin tobacco. Accepted. 

JoHN L. Lites, Jr., B.S., Alabama Polytechnic, 1936; M.S., Illinois, 1937. Milk market- 
ing in Alabama. 1941. Wisconsin. 

RoBERT LorENZ, Dipl. of Agric., Breslau. The essential features of Germany's agri- 
cultural policy, 1870-1936. Columbia. Accepted. 

David L. MACFARLANE, B.S., Saskatchewan, 1933; M.S., 1934. A critical examination 
of the sampling methods used in government crop estimates in Canada. 1939. Minne- 
Sota, 

JoHN GorDON MCNEELY, B.S., South Dakota, 1933; M.S., 1934. A study of rural 
county zoning with special reference to Forest County, Wisconsin. 1939. Wisconsin. 
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ROBERT MILLER Macy, Ph.D., Harvard, 1938. The measurement of the shifting of the 
hog processing tax under the Agricultural Adjustment act. Accepted. 

Cart H. Monsees, A.B., Roanoke, 1922; A.M., Pennsylvania, 1925. The federal gover. 
ment’s procedure in planning, constructing, and operating communities for resettle. 
ment purposes. 1940. American. 

IRA W. Moomaw, B.S., Ohio State, 1923; M.S., 1925. Farm organization in Broach 
District, India. 1940. O*io State 

WILLIAM F. MusBAcu, B.S., William and Mary, 1935. A critical analysis of concepts and 
methods of land classification used in the United States. 1939. Wisconsin. 

THEODORE NorMAN, A.B., Harvard, 1930; A.M., 1932. The Federal Farm Board. 1939, 
Harvard. 

PATRICK EpDwARD O'DONNELL, B.S., Massachusetts State, 1932. Analysis of the organiza. 
tion of the Chicago milk market, with emphasis on problems of distribution. Harvard 

GLENN LAWHON PARKER, A.B., Texas, 1930; A.M., 1931. The coal industry—a study 
in social control. 1939. Texas. 

KENNETH H. Parsons, B.A., Butler, 1928. State aids and the Wisconsin farmer, 1940, 
Wisconsin. 

CARROLL D. PHILLIPs, B.S., Colorado, 1923; M.S.A., Purdue, 1928. The organization of 
the wholesale fruit and vegetable market of Louisville, Kentucky. 1940. Minnesota 

HENRY REGNERY, B.S., Massachusetts Institute of Technology, 1934. Land tenure. Harvard. 

GeorGE A. SALLEE, Ph.D., Minnesota, 1938. An economic study of agricultural labor in 
Minnesota. Accepted. 

E. L. SAUER, B.S. in Agric., Illinois, 1931; M.S., Agric. Econ., 1934. Some economic 
aspects of soil conservation in Illinois. [//inois. 

MaRrTIN E. SCHIRBER, A.B., St. John’s, 1931; A.M., Catholic, 1936. The codperative and 
self-help movement of Antigonish, Nova Scotia. Harvard. 

HENRY W. SpigGEL, Dr. Iur. Utr., Berlin, 1933. Contemporary land tenure policies at 
home and abroad. 1939. Wisconsin. Accepted. 

JAMES M. Stepp, B.A., Berea, 1937; M.A., Virginia, 1938. Milk market control in Vir. 
ginia. 1940. Virginia. 

THOMAS NOEL STERN, A.B., Swarthmore, 1934. Community forests in Pennsylvania. 1940. 
Pennsylvania, 

Harry C. TRELOGAN, Ph.D., Minnesota, 1938. An economic analysis of the Chicago 
milk market, with special reference to the operation of United States milk license num- 
ber 30 in that market. Accepted 

PAUL P. WALLRABENSTEIN, B.S., Ohio State, 1931; M.S., 1933. The relationship of 
preliminary crop acreage figures to final crop acreage figures of the crop reporting 
service in Ohio. 1940. Ohio State. 

CHARLES J. WALSH, B.A., M.A., Fordham. International aspects of cotton control. 
Fordham. 

W. NEAL WATERSTREET, B. S., Northwestern, 1931; M.S., Wisconsin, 1932. Flexibility in 
the operation of milk plants. 1940. Wisconsin. 

RoBert LYLE WEBSTER, A.B., North Dakota, 1926; M.S., Columbia, 1929. Public re- 
lations in the A.A.A. 1940. American. 

JOHN WILLIAM WRIGHT, B.S., Utah State Agricultural, 1917; M.S., American, 1933. 
Producers’ markets for cotton in the United States: an economic appraisal. 1938. 
American. Accepted. 

MOHAMMED Monir EL ZALAKI, B.S., College of Agriculture, Cairo, Egypt, 1931; BS. 
California, 1934. Present and potential production and consumption of Egypt's agri- 
cultural products. 1939. California 


Manufacturing Industries 


JEANNETTE Mariz AMIDON, A.B., Puget Sound, 1935; A.M., 1937. The economic oF- 
ganization, competitive status, and relative importance of the quick-frozen foods in- 
dustry. 1940. Chicago. 


680 Doctoral Dissertations [ September 


1¢ 

Ci 

Pr 

Ly 

EI 

J 

BI 

Jc 

A 

M 

D 

Fi 

T 

( 

J 

| 


Vir. 
1940. 


icago 
num- 


ip of 
yrting 


ntrol, 
ity in 
ic 


1933 
1938. 


1939] Transportation and Communication 679 


Cuaries A. Buss, A.B., California, 1926; A.M., 1929. The structure of manufacturing 
production: a cross-section view. Columbia, Completed. (Published by National Bureau 
of Economic Research.) 

Pup D, BrapLey, Jr., A.B., Lawrence, 1935; A.M., Harvard, 1938. Location of the 
paper industry. Harvard. 

Lyte C. BrYANT, A.B., Beloit, 1928. The gas industry of Chicago. 1940. Chicago. 

EiLEEN M. Conty, A.B., Brooklyn, 1934; A.M., Columbia, 1935. Changing character 
of the silk industry in Paterson, New Jersey. 1940. Columbia. 

JoHN DEAN GarFFeyY, A.B., Ohio State, 1935; A.M., 1936. Effects of technological change 

~ in the automobile tire industry. 1940. Columbia. 

BeLA GOLD, B.S. in M.E., New York, 1934. The structure of production. 1940. Co- 
lumbia. 

JonN ALEXANDER GUTHRIE, Ph.D., Harvard, 1939. The newsprint paper industry. 
Accepted. 

Press CLAIR HOFFMAN. Large-scale organization in the food industries. 1939. Harvard. 

Atrrep HINSEY KELLY, Ph.D., Chicago, 1938. A history of the Illinois Manufacturers’ 
Association. Accepted. 

Myer LyNsKY, B.S., Massachusetts State. United States sugar industry. 1940. Columbia. 

Car. W. McGuire, A.B., Colorado, 1935; A.M., 1936. Economic effects of the local 
subsidy on the boot and shoe industry of Missouri. 1939. Missouri. 

DoNALD FRASER MartTIN, A.B., Davidson, 1929; A.M., North Carolina, 1932. The 
economics of the naval stores industry. 1940. North Carolina. 

FREDERICK K. MILLer, A.B., Lebanon Valley, 1929; A.M., Pennsylvania, 1931. A re- 
gional study of the industrial development of Lebanon County, Pennsylvania. Penn- 
tylvania. 

THURMOND LARKIN Morrison, A.B., Texas, 1930; A.M., 1931. Economics of the sulphur 
industry. 1939. Texas. 

OuiN TERRILL Mouzon, B.S., Southern Methodist, 1933. Recent developments in the 
southern pulp and paper industries and their economic and social implications. 1939. 
North Carolina 

Jor Lester Norris, Ph.D., Chicago, 1938. Pioneer marketing associations of the 
American book trade, 1873-1901. Accepted. 

At F, O'DONNELL, Ph.D., Chicago, 1938. A case history of the N.R.A. episode: the 
fertilizer industry. Accepted. 

CyriL O’DONNELL, B.C., Alberta, 1924; A.M., 1926. Recent trends in the consumption of 
textile fibers with special reference to cotton. 1940. Chicago. 

ERNEST J. SHEPPARD, A.B., Colorado; M.A., Illinois. A history of wholesale food in- 
stitutions in central Ohio. 1939. Ohio State. 

AL M. Skinner, A.B., Kentucky, 1926. A study of automobile “life expectancy” as an 
approach to problems. 1940. Chicago. 

ERWIN StrAUuSsS, Certificates from foreign institutions. Social and economic aspects of 
rural electrification in foreign countries. 1940. Columbia. 

MELVILLE WALKER, A.B., Pomona, 1931. Organization of small-scale industry in Japan. 
1940. California. 

Meritt A. WATSON, B.B.A., Boston University, 1926; M.B.A., Harvard, 1928. Eco- 
nomics of leather industry. New York. 

James E. Woop, A.B., College of the Pacific, 1929. The changing character of the broad 
silk industry in Paterson, New Jersey, and its effects on the security of the workers 
in the industry. 1940. California. 

PauL N. Wootr, B.S., California, 1931; M.S., 1932. The milling industry on the 
Pacific coast. 1939. California. Accepted. 


Transportation and Communication 


EpwarD A, BRAND, B.Ed., Whitewater State Teachers (Wisconsin), 1928; M.A., Iowa, 
1935. The development of regulation of commercial highway traffic with particular 
emphasis on the federal aspect. 1939. Iowa. 
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DonaLp E. CuHurcH, A.B., Nevada, 1926; A.M., California, 1929. Integrations of i] 
and motor carriers under the motor carrier act. 1939. Michigan. 

THoMAsS WiLLiAMs Doucias, B.A., The Citadel, 1929; M.A., Pennsylvania, 1932 
Freight rates on rice: an analysis of commodity rate structure. 1939. Pennsylvania, 

HuGH NoRMAN EMERSON, A.B., Johns Hopkins, 1930; M.B.A., Pennsylvania, 1932. 
The position of the railroads as petroleum carriers. 1940. Pennsylvania. 

AucusTus Byron A.B., Vanderbilt, 1928; LL.B., Harvard, 1931. Some aspects 
of the southern problem of railroad freight rate differentials. Vanderbilt. 

LEONARD B. IrRwins, A.B., New York, 1928; A.M., Pennsylvania, 1933. Pacific railway 
schemes to 1873 as factors in Canadian-American relations. 1939. Pennsylvania. 

S. R. KAMM, A.B., Greenville, Illinois, 1925; A.M., Michigan, 1927. Thomas A. Scott 
and the Pennsylvania Railroad, 1850-1880. 1940. Pennsylvania. 

I. HOWELL KANE, B.A., Dickinson, 1921; M.A., Pennsylvania, 1924. History of the United 
States postal service, 1829-1900. Harvard. 

EpitH R. KAUFMAN, B.S. in Ed., State Teachers College, Worcester, 1933; A.M., Clark, 
1934. The Boston, Worcester, and Western Railway, 1830-1860. 1940. Clark. 

HAROLD J. KING, B.S., Nebraska, 1935; M.A., 1936. An economic analysis of airline 
transportation in the United States. 1940. Pittsburgh. 

THELMA M. KiIsTLer, Ph.D., Cornell, 1939. The rise of railroads in the Connecticut 
River Valley. 

THoMAs A. KNOWLTON, B.A., Maine, 1933; M.A., 1934. The problem of unemploy. 
ment on American railways. 1940. Wisconsin. 

WILLIAM HERBERT Moore, Ph.D., Chicago, 1938. The economics of railroad financial 
reorganization. Accepted 

FLroyp R. Simpson, B.A., Minnesota, 1933; M.A., 1938. The development of tate. 
making and service standards in the telephone industry. 1941. Minnesota. 

HAMPTON K. SNELL, B.A., Wisconsin, 1925; M.A., 1928. The fourth section of the 
Interstate Commerce act and its application in the Pacific Coast. 1939. Yale, 

FRANCIS AUTEN SPENCER, B.S., Northwestern, 1936; A.M., Princeton, 1938. Control 
of air mail rates by the Interstate Commerce Commission. 1940. Princeton. 

LEONARD W. THOMPSON, B.S.C., Kansas State Teachers, 1924; M.A., Kansas, 1927. 
Railway construction and abandonment in Kansas. 1940. Iowa. 

WILLIAM Way, Jr., A.B., North Carolina, 1926; A.M., 1929. Railroad passenger fares 
and services. 1941. Pennsylvania 

CHARLES FREDERICK ZIEBARTH, A.B., State College of Washington, 1931; A.M., 1932. 
Divisions of the railroad rate system. 1939. Chicago. 


Trade, Commerce, and Commercial Crises 


Grace L. BecKETT, B.A., Oberlin; M.A., Ohio State. The reciprocal trade agreement 
program of the United States. 1939. Ohio State. 

ALice E, BouRNEUF, A.B., Radcliffe, 1933; A.M., 1939. Belgian international trade since 
the war, with special reference to the terms of trade. Radcliffe. 

GRANT ILLION BUTTERBAUGH, A.B., Wisconsin, 1916; M.B.A., Washington, 1923. 
Measurement of the business conditions in the state of Washington. 1939. Chicago. 

SAM WesLEY Davis, Ph.D., Texas, 1938. Resale price maintenance and public policy. 
1938. Accepted. 

Joun T. Duntop, A.B., California, 1935. Movement of wage rates in the business cyde. 
1939. California. Accepted 

SHERWOOD Monroe Fine, A.B., New York, 1936; A.M., 1937. Compensatory spending 
policy and business activity. 1940. Columbia. 

Harotp M. Haas, B.S. in M.E., Purdue, 1911; M.B.A., Washington, 1930. Social and 
economic aspects of large-scale retailing, with special reference to the grocery trade. 
1939. Minnesota. 

EVERETT EINAR HAGEN, B.A., St. Olaf, 1927; M.A., Wisconsin, 1932. The concept of the 
period in business-cycle analysis, 1940. Wisconsin. 
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Ear: C. HALD, B.S., Nebraska, 1931; M.A., 1932. A critique of Hawtrey’s cycle theory. 
1939, California. 

WaLTER BENNETT Harvey, Ph.D., Chicago, 1938. Tariffs and international relations in 
Europe, 1860-1914. Accepted. 

RICHARD HELLMAN, A.B., Columbia, 1934, Regulation by government competition. 1940. 
Columbia. 

Vera RACHEL REYNOLDS KiLpuFF, B.A., Saskatchewan, 1934; M.A., 1935. A history 
of commercial relations between the United States and Canada, 1938. Brown. Com- 
leted. 

ene KINSELLA, B.S., New York State College for Teachers, 1930; A.M., Clark, 1931. 
Albany as an open port. 1938. Clark. Accepted. 

AtpERT RALPH Kocn, A.B., Oberlin, 1936; A.M., Columbia, 1937. Corporate capital 
financing and the determination of business policies. 1940. Columbia. 

Car. JONAS KREIDER, A.B., Goshen, 1936; A.M., Princeton, 1938. The Anglo-American 
trade agreement. 1940. Princeton. 

CLEMENT S. LoGspDON, B.S., Georgetown; M.A., Ohio State. Inter-state barriers to trade. 
1939. Ohio State. 

FREDERICK MAX, B.A., Delaware, 1933. Some economic aspects of the American neu- 
trality legislation. 1940. American. 

JouN MELBY, A.B., Illinois Wesleyan, 1934; A.M., Chicago, 1936. The economic re- 

~ Jations of the United States and Brazil. 1939. Chicago. 

RICHARD E. Moony, B.S., Rutgers, 1925. A social and economic survey of the Platte- 
ville (Wisconsin) trade area. 1940. Wisconsin. 

Jacop L. Mosak, A.B., Chicago, 1935. International aspects of business cycles. 1940. 
Columbia. 

Jacop Louis MosaK, A.B., Chicago, 1935. International aspects of the business cycle. 
1940. Chicago. 

DEMETRIUS CONSTANTINE PANOPOULOS, B.S., Robert College, Constantinople, 1932; 
A.M., Catholic, 1935. Some indications of the effectiveness of the American reciprocal 
trade agreement program, 1934-1937. Catholic. 

WisoN FRELS PAYNE, Ph.B., Chicago, 1928; A.M., 1930. An analysis of the business 
cycle, 1919-1922. 1939. Chicago. 

JouN ADAMS PFANNER, Jr., A.B., Dartmouth, 1927; A.M., Chicago, 1931. Drawing 
power of ninety cities for retail trade. 1939. Chicago. 

ALAN Pope, A.B., Columbia, 1935. The problems of causation in business cycle analysis. 
1940. Columbia. 

E. Guy RASMUSSEN, Ph.D., Ohio State, 1939. Nashville, Tennessee, as a wholesale trade 
center. Ohio State. Accepted. 

Auce J. REYNoxps, A.B., Goucher, 1929. The port of Baltimore. 1939. Johns Hopkins. 

EATON VAN WERT READ, Ph.D., Chicago, 1938. An analysis of the retail trading relation- 
ships of Elgin, Illinois—a satellite city. Accepted. 

Raz E. Rips, A.B., Chicago, 1936. The mail-order business in the United States. 1939. 
Chicago. 

Orvis ADRIAN SCHMIDT, A.B., Lawrence, 1933; A.M., Tufts, 1935. The economic de- 
velopment of Brazil. 1940. Chicago. 

Eut SHAPIRO, A.B., Brooklyn, 1936, Reciprocal Trade Agreement act of 1934. 1940. 
Columbia. 


WENDELL R. SmiTH, B.S.C., Iowa, 1932; M.A., 1935. Iowa as a merchandise market. 
1940. Iowa. 

HERBERT STEIN, A.B., Williams, 1935. Relation between wage and price rigidities in the 
business cycle. 1940. Chicago. 

Dirry V. VaRLEY, B.A., M.A., Columbia, 1930. Theories of business cycles. 1940. 
Columbia. 

Louise D. WALKER, A.B., Smith, 1926; A.M., Chicago, 1930. The Association of Com- 
merce of Chicago. 1940. Chicago. 
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L. L. Waters, B.S., Central Missouri State Teachers, 1935; A.M., Illinois, 1936, State 
obstructions to internal trade with reference to use taxes and liquor control. 1939. Illinoi; 

THOMAS WIESEN, B.S., Texas Agricultural and Mechanical, 1920; M.B.A., Pennsylvania, 
1935. Japanese competition in the foreign markets of the United States. 1940, Peps. 
sylvania., 


Accounting, Business Methods, Investments, 
and the Exchanges 


LEONARD W. ADAMS, B.S., Northwestern, 1924; A.M., Michigan, 1927. Branded g00ds 
and consumer demand. 1940. Michigan. 

HERBERT ARKIN, B.S.S., College of the City of New York, 1927; M.B.A., 1928. A 
statistical analysis of the internal factors affecting the yield of domestic corporate 
bonds. 1940. Columbia 

MARGARET LouIsA BALLARD, A.B., Mount Holyoke, 1932; A.M., Tufts, 1934; AM, 
Radcliffe, 1938. The Federal Trade Commission and misrepresentation. 1939, Rad. 
cliffe. 

CaRL F. BEHRENS, B.S., Agric., Michigan State, 1923; M.S. Agric., Iowa State, 1924, 
Changes in mortgage financing. 1940. Michigan. 

H. H. BENEKE, A.B., Miami; A.M., Chicago. Voting rights of stock. 1940. Obio State 

LUTHER H. BENDE, E.E., Lehigh, 1929; M.S., Columbia, 1933. The administrative and 
general expenses of the electric utility operating company. 1940. Columbia. 

Jacos J. Brair, A.B., Cincinnati, 1924; A.M., Pennsylvania, 1929. Time study methods 
in the Pittsburgh industrial district. 1929. Pennsylvania, 

CLAIRE BROWN, A.B., Adelphi, 1935; M.S., New York, 1936. Resale price maintenance. 
1940. Columbia. 

ROBERT F. BRYAN, B. A., Oberlin, 1934. Financial practices of the Electric Bond and Share 
system. 1939. Yale 

LENNARD G. BRYNGELSSON, B.S., Knox, 1924; M.B.A., Northwestern, 1931. Accounting 
for the managers of consumers codperatives. 1939. Columbia. 

ARLEIGH Roy BurTON, B.S., Kansas State Teachers, 1927; M.S., 1935. Accounting for 
inventories in the business cycle. 1940. Nebraska. 

HELEN GERTRUDE CANOYER, B.S. in Bus., Minnesota, 1925; M.A., 1930. National 
brand advertising and nopolistic competition. 1939. Minnesota. 

CHEN-HAN CHEN, B.A., Nankai, 1935; A.M., Harvard, 1938. The development and 
organization of the New York Cotton Exchange. 1940. Harvard. 

JosEPH Davip Coppock, A.B., Swarthmore, 1933; A.M., Columbia, 1934. Electric home 
and farm authority: government in the consumer financing business. 1940. Columbia 

JaMEs W. DAVAULT, B.S in Educ., Missouri, 1928. M.S., Columbia, 1932. Accounting 
for farm costs. 1941. Columbia 

E. O. Ditte, B.S., M.A., Ohio State. The competitive position of Knoxville, Tennessee, 
as a wholesale center, 1 Ohio State. 

Robert L. Dixon, B.A., Michigan, 1930; M.B.A., 1931. The income statement. 1940. Yale. 

VIOLA MAUDE DU FRAIN , Illinois, 1924; A.M., Chicago, 1933. Positive acceleration 
of the so-called normal! learning curve in typewriting. 1940. Chicago. 

RAYMOND E, G1los, B.S., M.S., Illinois. Capital stock write-downs, 1930-1936. 1939 
Ohio State. 

Bitty Goetz, Ph.B., Chicago, 1924. A theory of management. 1939. Chicago. 

BENJAMIN A. GREIDINGER, B.B.A., College of the City of New York, 1928; MS, 
Columbia, 1932. Analysis of the accounting requirement for industrial corporations o! 
the Securities Exchange Commission under the Securities act of 1933 and the Securities 
and Exchange act of 1934. Columbia. Accepted. 

THEODORE S. HALTEMAN, B.S., Pennsylvania, 1933; M.B.A., 1934. Sources and uses ot 
corporate funds, 1919-1937. 1941. Pennsylvania. 

GouLp L. Harris, A.B., Ohio State, 1914; A.M., 1916. Marketing costs. 1939. Columbia. 
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RapH G. HARSHMAN, Ph.D., Ohio State, 1939. A critical estimate of sales training 
methods. Accepted. 

RoLAND F. HARTMAN, B.S., Lehigh, 1928; M.A., 1933. Financial development of the 
Electric Bond and Share Company. 1940. Columbia. 

HuserT HavLik, B.S., Northwestern, 1926; M.B.A., 1927. Service and minimum charges 
in gas and electrical rates. Columbia. Accepted. 

KENNETH D. HUTCHINSON, A.B., Oberlin, 1923; M.B.A., Harvard, 1926. Economic 
aspects of industrial decorative design imitation in consumer style goods. 1939. Harvard. 

ViviAN DAKE JOLLEY, A.B., Greenville, 1931; M.B.A., Michigan, 1935. Legal regulation 
of accounting. 1939. Chicago. 

Harry DAGDIGIAN KERRIGAN, B.S., California, 1928; M.S., 1929; M.B.A., Stanford, 
1931. Stock dividends: legal, accounting, financial, and economic aspects. 1938. North- 
western. Accepted. 

FarL L. KNIGHT, B.A., Temple; M.A., Ohio State. An evaluation of the conversion 
privilege. 1939. Obio State. 

Turopore LANG, A.B., Harvard, 1917; M.B.A., 1920. Competition and cost under the 
Robinson-Patman act. 1941. Columbia. 

FRANKLIN J. LEERBURGER, A.B., Columbia, 1924; B.S. in E.E., 1926. Depreciation of 
physical property of public utilities in the United States. 1941. Columbia. 

Joun A, Lortus, A.B., Catholic, 1936. Investment management: a study of American 
investment trusts. 1940. Jobms Hopkins. 

DonALD R. LONGMAN, A.B., Oberlin, 1932; M.B.A., Harvard, 1934. Cost accounting in 
sales management. 1939. Columbia. 

Revel I, LuND, B.A., Minnesota, 1921; M.A., Chicago, 1922. The determination of ac- 
counting income. 1940. Minnesota. 

EDWARD THEODORE McCorMICcK, B.S., Arizona, 1931; M.S., California, 1933. An analysis 
of the Securities act of 1933. 1940. Duke. 

EpMUND F, MACDONALD, B.S., Virginia, 1934. The economic and accounting aspects 
of state corporation laws with special reference to Virginia. 1940. Virginia. 

THoMAS LEROY MARTIN, Ed.B., Illinois State Normal, 1926; M.B.A., Northwestern, 1929. 
Some economic aspects of corporation accounting. 1939. Harvard. 

ArTHUR F, MESSENGER, A.B., Ohio Wesleyan. Liquidity in the security markets. 1940. 
Ohio State. 

Maurice Moonirz, B.S., California, 1933. Obsolescence and the theory of economic fluctua- 
tions. 1939. California. 

FRANKLIN G. Moore, B.S., M.A., Ohio State. The economics of inventory turnover, 
with special reference to work-in-process float in the rubber industry. 1939. Ohio State. 

Oscar A, OLSON, B.S., Northern State Teachers (South Dakota), 1928; M.A., Iowa, 
1932. A critical examination of the principal methods proposed for the stabilization 
of business, 1919-1939. 1939. Iowa. 

EDWARD PERAGALLO, B.S., Columbia, 1928; M.S., 1929. Origins of double entry. Co- 
lumbia. Completed. (Published by American Institute of Accountants.) 

Lro F. PHiLuips, B.S. in Econ., Washington and Jefferson, 1938. Estates in the probate 
court of Baltimore: a study in investments. 1941. Johns Hopkins. 

LEO ROSENBLUM, B.S., Columbia, 1926; M.S., 1927. The accounting problems underlying 
the adjustment of merchandise losses. 1941. Columbia. 

CHARLES RoveTTA, Ph.B., Chicago, 1930; M.B.A., 1937. Study of hospital costs of nurses’ 
education and value of service rendered. 1940. Chicago. 

LEO TUCKER SIMMONS, Ph.D., St. Louis, 1939. The issuance and distribution of corporate 
securities under the new federal regulation. Accepted. 

THeo H. SMirH, B.A., Heidelberg; M.B.A., Northwestern. The marketing of used cars. 
1940. Ohio State. 

HERBERT SPERO, B.B.A., College of the City of New York, 1929; M.C.S., New York, 
an Finance Corporation loans to the railroads. 1939. Columbia. Ac- 
cepte 

AupLey H, F, STEPHAN, A.B., Princeton, 1922; A.M., Pennsylvania, 1935. The relation- 
ship between cost accounting and public budget making. 1939. Pennsylvania. 
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JOHN WESLEY STERNBERG, B.A., DePauw, 1919. Disposition of funded debt of corpor. 
tions undergoing reorganization, 1918-1938. 1940. American. 
GERALD BRuCE TALLMAN, A.B., Washburn, 1933; M.B.A., Northwestern, 1934, Consume; 
buying at “wholesale” and at other special discounts. 1938. Northwestern. Accepted, 
WILLIAM JOSEPH VATTER, B.S., Miami, 1934; M.B.A., Chicago, 1937. Building cop. 
struction costs in relation to construction activity in the Chicago area. 1940. Chicago. 

RAYMOND VERNON, A.B., College of the City of New York, 1933. Basis and aims of 
the regulation of stock exchange members. 1939. Columbia. 

BRADFORD WARNER, A.B., Yale, 1932; M.S., Columbia, 1935. Term loans. 1940, Cp. 
lumbia. 

EDWARD FRANCIS WILLETT, Ph.D., Princeton, 1939. The Securities act of 1933, Ac. 
cepted. 

STEPHEN WILSON, B.S., M.A., Pitt. Some social and economic consequences of pure 
food and drug legislation. 1940. Pittsburgh. 

MARVIN MILTON Worsey, B.S., New York, 1935. Analysis of annual earnings in 1937, 
covered under the Social Security act. 1940. American. 

Harry DEANE WOLFE, Ph.D., Wisconsin, 1938. Valuation of securities and the organ. 
ized exchanges. Accepted 

SHING YIPE WONG, B.B.A., Washington, 1929; M.S., Columbia, 1933. Government 
accounting theory with regard to income. 1942. Columbia. 

WALTER McCCAMPBELL Woop, A.B., King, 1929. The effect of codperative purchasing 
under conditions of imperfect competition. 1941. Virginia. 


Capital and Capitalistic Organization 


Cart T. ARLT, A.B., Colgate, 1933. Restrictions on economic activity and the problem of 
the consumer. 1939. Cornell 

JOHN WILLIAM CADMAN, Jr., A.B., Buffalo, 1934; A.M., Princeton, 1937. The policy 
of New Jersey with respect to the business corporation. 1939. Princeton. 

CONRAD TULIUS FANTOZZI, Ph.B., Chicago, 1933; M.B.A., Stanford, 1935. An inquiry 
into the federal economic policy with respect to the oil industry in California, 1939. 
Chicago. 

KATHERINE HARKER, A.B., Mills, 1928. The Conowingo power development. 1940. Jobas 
Hopkins. 

NorMAN S. HEANEY, B.S. in Econ., Johns Hopkins, 1934. The public trustee. 1940. 
Johns Hopkins. 

James L. Knipe, B.A., Yale, 1926; M.A., 1934. The capital market. 1940. Yale. 

CLARENCE EUGENE KUHLMAN, A.B., A.M., Texas, 1933. Comparative operating results 
of municipally owned power plants in North Carolina. 1940. North Carolina. 

G. C. Loser, B.S., Illinois, 1931; M.S., 1936, The reorganization of the electric power 
industry into regional systems. I/linois. 

ROLLAND H. MaysBeg, A.B., Columbia, 1925; A.M., 1927. Railroad competition and the 
rise of petroleum refining monopoly, 1862-1879. 1940. Columbia. 

NorMAN THEODORE Ness, Ph.D., Harvard, 1938. The movement of capital into Bolivia. 
Accepted. 

ARTHUR H. REDFIELD, A.B., George Washington, 1913; M.S., 1925. Alien oil: a study 
of immigrant capital and immigrant petroleum with special reference to the United 
States. 1940. American. 

RopericK H. Ritey, B.A., Wisconsin, 1930; M.A., 1932. Rate policies of municipal) 
owned electric utilities. 1940. Wisconsin. 

LIONEL W. THATCHER, Ph.D., Wisconsin, 1938. Development of public utility regule- 
tion in Utah. Accepted. 

MELVIN L. UpcHurcH, B.S., Texas Agricultural and Mechanical, 1936; M.S., 1937. 
Valuation of water rights. 1941. Wisconsin. 

M. H. WEINSTEIN, B.S. in M.E., Vermont, 1920; M.B.A., New York, 1930. Search for 
economic stability. New York. 
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Labor and Labor Organizations 


VoyTEsH ANDAHAZY, Prague, 1934. Government intervention in labor problems. 1940. 
Columbia. 


ALLEN EUGENE ANDRESS, Ph.D., Princeton, 1939. Minimum wage legislation and ad- 


ministration in New Jersey. Accepted. 

CHARLES PHILLIPS ANSON, A.B., Wisconsin, 1924; A.M., Ohio State, 1930. A history 
of the labor movement in West Virginia. 1940. North Carolina. 

WarrEN J. BAKER, B.S., Illinois, 1929; M.S., California, 1933. Labor relations legisla- 
tion and trade unionism. 1940. Wisconsin. 

Joun M. Brae, B.A., Tulane, 1936. A study of value and wages in selected industries. 
1940. American. 

Water Boies, A.B., Southwestern, 1932; M.A., Vanderbilt, 1933. The Fair 
Labor Standards act, with special emphasis on its regional aspects. 1939. Vanderbilt. 

BRAILSFORD BRAZEAL, A.B., Morehouse, 1927; A.M., Columbia, 1928. Origin and de- 
velopment of the Brotherhood of Sleeping Car Porters. 1940. Columbia. 

Lucie Breyer, A.B., Vanderbilt, 1935; A.M., Columbia, 1936. National Labor Relations 
Board and their decisions. 1940. Columbia. 

Lro C. Brown, A.B., St. Louis, 1926; A.M., 1927; S.T.L., 1935;, A.M., Harvard, 1939. 
Collective bargaining in the Massachusetts leather industry, with special reference to 
policies of the National Leather Workers Association in Massachusetts. Harvard. 

ROBERT KENNETH BurRNS, A.B., Washington, 1933. Industrial relations under the inter- 
national arbitration agreements in the American newspaper industry. 1940. Chicago. 

James EpwarD CHACE, JR., A.B., Amherst, 1923; M.B.A., Harvard, 1925. Industrial 
relations in Florida. 1940. Chicago. 

EpcarR H. CLarK, Jr., B.A., McGill, 1934; M.A., 1935. Swedish unemployment policy. 
1939, Harvard. 

MittoN DerBer, B.A., Clark, 1936; M.A., Wisconsin, 1937. Restrictive policies of 
American trade unions. 1940. Wisconsin. 

J. Epowarp Ey, B.S., Wesleyan, 1930; M.A., 1931. Labor productivity in bituminous 
coal mining. 1939. Yale. 

WALTER GALENSON, A.B., Columbia, 1934; M.S., 1935. Rival unionism and contemporary 
labor legislation. 1939. Columbia. 

JoHN IcNATIUS GRIFFIN, A.B., Georgetown, 1934; A.M., 1935. Strikes: a study in 
quantitative economics. Columbia. Accepted. (Published as study no. 451 in Columbia 
Studies in History, Economics, and Public Law.) 

SipNneY N. GuBIn, Ph.D., California, 1938. Technological change and trade union policy: 
a study of the extent of displacement and workers’ reaction toward changes in four 
fields, 

Joun WapsworTH GUNTER, B.S., North Carolina, 1933. A critical appraisal of the 
sources and methods of presentation of primary data on labor. 1941. North Carolina. 

FREDERICK HARRIS HARBISON, A.B., Princeton, 1934, Collective bargaining in the steel 
industry—recent developments covering negotiations with the C.1.0., independent, and 
company unions. 1940. Princeton. 

James E. Harris, B.S., Columbia; M.A., Fordham. The labor encyclicals and industrial 
warfare. Fordham. 

GEORGE HERBERT HILDEBRAND, JR., A.B., California, 1934. Development and present 
status of wage theory, with application to public policy. 1939. Cornell. 

M. K. Horne, Jr., A.B., Mississippi, 1930; A.M., North Carolina, 1932. Unemployment 
compensation in Mississippi. 1940. North Carolina. 

ALBERT M. Jarvis, A.B., Cornell College, 1925; M.A., Iowa, 1928. The trend toward 
industrial unionism as evidenced in recent trade-union agreements. 1942. lowa. 

VERNON JENSEN, B.S., Brigham Young, 1933. Labor relations in the northwest lumber 
industry. 1939. California. Accepted. 

PHILIP TURNER KING, A.B., Richmond, 1938. Seniority rules in the railroad brotherhoods. 
1941. Johns Hopkins, 
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JOHN H. KLINGENFELD, B.A., Amherst, 1913. The Walsh-Healey act: a case in public ad. 
ministration. 1940. American 

HERBERT JAY LAHNE, B.B.A., College of the City of New York, 1936; A.M., Columbia, 
1937. Labor in the cotton mill. 1940. Columbia. 

ROBERT JOHN LANpRy, A.B., Amherst, 1935; A.M., Cornell, 1937. Employment oppor. 
tunities as affected by cyclical and secular change in the automobile industry. 1939. Cornel}. 

HANS J. LEHMANN, Ph.D., Wisconsin, 1938. Collective bargaining in the German republic 
Accepted. 

ANTHONY S. LUCHEK, A.B., Michigan, 1930. The development of labor organization ip 
the automobile industry. 1940. Michigan. 

Moses Lukaczer, A.B., Columbia, 1932; A.M., 1935. The genesis and application of the 
doctrine of prevailing wages. 1941. Columbia. 

Wayne L. MCNAuGHTON, B.S., Illinois, 1927; M.S., Columbia, 1935. Development of 
labor relations law. 1940. Columbia 

PATRICK MURPHY MALIN, B.S., Pennsylvania, 1924. The contract system in women’s cout 
and suit industry of New York City, 1935-1938. 1940. Columbia. 

LEONARD CHARLES Mars, B.Sc., London, 1938; M.A., McGill, 1933. Unemployment and 
economic status: a study of the incidence of unemployment and relief in Canada. 1949, 
McGill. 

PETER Masiko, B.A., Lehigh, 1936; M.A., Illinois, 1937. Recent wage and hour legislation 
—an economic analysis. 1939. Illinois 

DANIEL HARRISON Mater, A.B., B.S., New Mexico, 1935. The railway seniority system. 
1940. Chicago. 

FREDERIC Meyers, A.B., North Carolina, 1938. The economic philosophy of organized labor, 
1941. North Carolina. 

G. W. MILLER, B.Ed., Southern Illinois State Normal, 1934; M.A., Illinois, 1935. Labor 
policies of consumers’ codperatives in the United States and Great Britain. Illinois. 

CHARLES A. Myers, A.B., Pennsylvania State, 1934. The employment regularization effects 
of the Wisconsin Unemployment Compensation act. 1939. Chicago. 

PAUL HERBERT NorGreEN, B.S., Worcester Polytechnic Institute, 1927. Swedish collective 
bargaining system. Harvard. Accepted 

FRANK C. PrERSON, A.B., Swarthmore, 1934. The problem of union responsibility: a study 
of the violations of union contracts. 1940. Columbia. 

NATHAN ReIcu, A.B., McGill, 1925; M.A., 1926. Labor relations in Republican Germany. 
Columbia. Accepted. (Published by the Oxford University Press, New York City.) 

THOMAS WESLEY RocerRs, A.B., Birmingham-Southern, 1927; A.M., Chicago, 1928. Fac- 
tors affecting the distribution of unemployment. 1939. Chicago. 

Murray Ross, B.S.S., College of the City of New York, 1935. Industrial relations in the 
motion picture industry. 1940. Columbia. 

Joun I. Saks, B.A., Cincinnati, 1933; M.A., 1934. Laws and their administration relating 
to the payment of wages. 1940. Wisconsin. 

FLORENCE HEMLEY SCHNEIDER, A.B., Brooklyn, 1934; M.A., Columbia, 1935. The Bryn 
Mawr Summer Schoo! for Women Workers in Industry: a resident school in the workers’ 
education movement. 1939. Bryn Mawr. 

REGINALD Hoop Scorr, A.B., Toronto, 1922. The attitude of economists toward trade 
unions, with special reference to the theory of collective bargaining. 1940. Chicago. 

MANDAL ROBERT SEGAL, A.B., Amherst, 1936. The Wagner act and its relation to company 
unionism. 1940. Chicag 

J. WHITNEY SHEA, A.B., Houghton, 


1932; M.A., Columbia, 1935. Development of labor 
organization in New York State, with special reference to the New York State Federation 
of Labor. 1940. Cornell 
Maurice A. STRICKLAND, B.S., Georgia, 1935; M.B.A., New York, 1936. The United 

States employment service system. 1939. New York. Completed. 
Rev. JEROME Leo Toner, O.S.B., A.B., Washington, 1931; A.M., Catholic, 1935. The 


closed shop in American labor movement. Catholic. 
FRANCES WHITEHEAD, B.S., Illinois, 1938; M.S., 1931. Status of white collar workmen 
in retail trade in Illinois. 1940. IJlinois 
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Joun A. WoLFARD, B.A., Washington, 1936; M.A., 1937. Stabilization of earnings and 

employment. 1940. Wisconsin. 

HeteN Woop, A.B., Wellesley, 1928; A.M., Columbia, 1932. The rdéle of the public in 
labor relations. 1940. Columbia. 


Money, Prices, Credit, and Banking 


RAYMOND KING ADAMSON, B.A., Wisconsin, 1932. The determinants of the level of the 
foreign exchanges. 1939. Wisconsin. 

Davin Harry ANGNEY, A.B., Idaho, 1932; A.M., Brown, 1934. The economics of unit 
commercial banking and bank unification in the United States—1928-1938, 1940. Brown. 

GrorGE LELAND BacH, A.B., Grinnell, 1936. An index for price stabilization: some theo- 
retical and practical considerations. 1940. Chicago. 

ELEANOR SAUER BAGLEY, A.B., Mount Holyoke, 1936; A.M., Columbia, 1937. Central 
banking codperation. 1940. Columbia. 

WiLiAM BATTIN, B.S., Swarthmore, 1931. Price, the gold standard and bank deposits. 
New York. 

Marcus BgAN, A.B., Brigham Young, 1925; M.S., Columbia, 1928. Government policy in 
banking and credit since 1929. 1940. Columbia. 

MANOAH BIALIK, B.S., Columbia, 1933; M.S., 1934. Codperative credit movement in 
Palestine. 1940. Columbia. 

ARTHUR IRVING BLOOMFIELD, A.B., McGill, 1935; A.M., 1936. America’s international 
financial position since 1929: an interpretative study. 1940. Chicago. 

CourTNEY C. BROWN, B.S., Dartmouth, 1926. Notes on liquidity theory. 1940. Columbia. 

Epwarp C. Burris, B.S. Oklahoma Agricultural and Mechanical, 1924; M.S., 1927. The 
building and loan association movement in Oklahoma. 1940. Wisconsin. 

FRANK SAMUEL CARROLL, B.S., Washington, 1922; M.B.A., 1931; M.S., Columbia, 1931. 
Methods of analyzing applications for unsecured bank credit. 1938. American. Accepted. 

JosepH WILLIAM CHARLTON, Ph.D., Chicago, 1938. The history of banking in Illinois 
since 1863. Accepted. 

WiLLIAM CHARLES CLEVELAND, Ph.D., Chicago, 1938. Investment policies as a factor in 
the Chicago bank suspensions, 1929-33: a comparative ratio analysis study of bank 
balance sheets. Accepted. 

Grorce W. COLEMAN, A.M., Washington University. Capital and credit: relation between 
bank credit and capital formation. 1939. Washington University. 

ARTHUR W. CRAWFORD, A.B., Beloit, 1906; M.A., American, 1935. Monetary developments 
during the first and second terms of the Franklin D. Roosevelt Administration. 1940. 
American. 

JaMEs S. EARLEY, B.A., Antioch, 1932; M.A., Wisconsin, 1934. The British ‘‘cheap money” 
program, 1932-1937. 1939. Wisconsin. Accepted. 

James B. Eckert, A.B., Oberlin, 1934; M.A., Cincinnati, 1936. The Reconstruction 
Finance Corporation: history and significance. 1939. Cornell. 

PHIL EcKERT, B.S., Ohio State, 1933; M.S., 1936. The farm loan experience of Ohio banks. 
1941. State. 

James L. FirzGERALD, B.A., Union; M.A., Fordham. Relation between commercial banking 
and small enterprise. Fordham. 

CHARLES EDwARD GALBREATH, A.B., Colgate, 1931; A.M., Cornell, 1932. The sterling 
area. 1939. Cornell. 

WILLIAM GILOANE. Credit facilities for farmers’ codperatives. 1941. Johns Hopkins. 

RICHARD MurPHEY Goopwin, A.B., Harvard, 1934; B.A., Oxford, 1936; B. Litt., 1937. 
The statistics of money in England and Wales since 1925 and a comparison with the 
same in the United States. Harvard. 

CHARLES A. HALES, Ph.D., Johns Hopkins, 1938. The history of the Baltimore Clearing 
House. Accepted. 

Jor. W. C. Harper, B.S., Missouri, 1922; A.M., 1927. Scrip and other forms of local 
money. 1939. Chicago. 


Doctoral Dissertations [September 


GABRIEL SYLFEST HauGe, B.A., Concordia, 1935; A.M., Harvard, 1938. Deficit financing 
and the banking system. Harvard 

EpDwIN R. Hawkins, Ph.D., California, 1938. Vertical price relations under conditions 
of monopolistic competition 

MICHAEL LINDSAY HOFFMAN, A.B., Oberlin, 1935. The relation of fluctuating exchanges 
to international trade and capital movements. 1939. Chicago. 

PALMER T. HOGENSON, B.A., St. Olaf, 1921; M.B.A., Harvard, 1924. Multiple unit 
banking. 1940. American 

ELGIN FRASER HUNT, A.B., Oberlin, 1917. American theories of banking from 1860 to 
1913. 1939. Chicago. 

T. W. JoHNsoN, A.B., Dartmouth, 1937; A.M., Chicago, 1938. The influence of foreign 
investments in Peru. 1940. Chicago. 

Louis FRANCIS KACMARYNSKI, A.B., Buena Vista, 1924; A.M., Iowa, 1925. Relationships 
between federal reserve banks of Chicago and other member banks in the district. 1939, 
Chicago. 

ERWIN KEELER, A.B., DePauw, 1924. Structural changes in the Mexican banking system, 
1940. American. 

J. W. Keener, B.A., Birmingham-Southern; M.A., Chicago. The cost-price ratio and the 
supply of money. 1940. Ohio State 

KENDALL KIMBERLAND, A.B., Columbia, 1929; A.M., 1935. Service charges in American 
banking. 1940. Columbia. 

Harry D. Kirscu, B.S. in S.S., College of the City of New York; M.A., Columbia. Gen. 
eral trends in mutual savings banks in New York City, 1928-1938. Fordham. Accepted, 

BAEN ELMER Leg, A.M., Chicago, 1921; M.B.A., New York, 1922. Modern banking re- 
forms in China. 1941. Columbia. 

JosrPH E. Lortus, A.B., Notre Dame, 1937. The capital of national banks. 1941. Joba; 
Hopkins. 

JoserH C. McCLinTICcK, B.A., Central, 1924; M.A., Missouri, 1927. The relation of public 
borrowing to banks. 1940. Wisconsin. 

ROBERT McCLuRKIN, A.B., Pittsburgh, 1931; A.M., 1932. Philadelphia banks and 
banking from the Civil War to resumption. Pennsylvania. 

BOOKER TANNER McGraw, A.B., Atlanta, 1923; M.A., Michigan, 1924; M.B.A., 1926. 
French monetary policy, 1927-1938: a study of recent experience of the French franc 
in prosperity and depression. Accepted. 

ROBERTA McKay, A.B., Colorado, 1935; A.M., Illinois, 1936. The codperative movement 
in banking in the United States. 1942. Columbia. 

CAPTAIN WILLIAM MCKeEEr, A.B., Ottawa, 1920; A.M., Chicago, 1924, Earning assets of 
banks in the Shenango and Mahoning Valleys in years of prosperity and depression from 
1927 to 1936, inclusive. 1939. Chicago. 

Rev. BERNARD ALoysiIus MCLAUGHLIN, O.P., A.B., Holy Cross, 1916; A.M., Catholic, 
1924. Composition of the banking structure of the State of Rhode Island. Catholic. 

SISTER M. GRACE MADELEINE, A.B., Immaculata, 1929; M.A., Pennsylvania, 1936. Mone- 
tary and banking theory, 1825-1837. 1942. Pennsylvania. 

GERALD J. MATCHETT, A.B., Colorado, 1934; A.M., Clark, 1935. The double liability 
clause in American banking. 1939. Clark. Accepted. 

Lioyp G. MITTEN, B.S., Indiana, 1929; M.A., 1930. A statistical analysis of the financial 
structure of Iowa banks, 1917-1937. 1939. Iowa. 

WALLACE PETER Mors, Ph.B., Chicago, 1932; A.M., 1935. Consumer loans by commercial 
banks. 1939. Chicago. 

EsTHER ETHEL NELSON, Ph.D., Radcliffe, 1938. International trade between gold and 
silver standard countries. Accepted 

BERNARD NorTMAN, B.S.S., College of the City of New York, 1934; A.M., Columbia, 
1935. Interest rates. 1940. Columbia . 

Guy E. Noyes, B.A., Missouri, 1934. The costs and incomes of contemporary commercial 
banks. 1940. Yale. 

JAMES JOHN O'Leary, A.B., Wesleyan, 1936; A.M., 1937. A study of the Federal Deposit 
Insurance Corporation. 1940. Duke. 
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G. LEROY PETERSON, B.S., Minnesota, 1933; M.S., 1935. Activities of commercial banks in 
agricultural credit. 1940. Ménnesota, 


WittiAM T. PHILuips, A.B., Allegheny, 1931. The control of the currency of the United 
States, 1940. Cornell. 

JouN H. G, PIERSON, B.A., Yale, 1927. The possibilities of monetary control. 1938. Yale. 

Maryorig D. Poston, B.Sc., Ohio State; M.A., Ohio State. Earnings of member banks, 
1926-1939. 1940. Ohio State. 

EsTHER RoGoFF, A.B., Hunter, 1934. Central banking functions of the United States 
Treasury. 1940. Columbia. 

Davin T. ROWLANDS, Ph.D., Pennsylvania, 1938. Two decades of building and loan 
association activity in Pennsylvania. Accepted. 

Invinc G. RupkKovsky, B.S., Harvard, 1929; A.M., Columbia, 1931. Investment oper- 
ations of commercial banks in the United States, 1923-1936. 1940. Columbia. 

Pup SCHAFFNER, B.A., Princeton; M.A., Ohio State. Bank clearing and the supply of 
money. 1939. Ohio State. 

Car. SCHWARTZ, Ph.D., Columbia, 1938. A financial study of the joint stock land banks. 

Jutius SHISHKIN, A.B., Rutgers, 1934; A.M., 1936. Guarantee of bank deposits, 1940. 
Columbia. 

KENNETH M. SPANG, A.B., Dartmouth, 1933; A.M., Columbia, 1936. Relation of long- 
term rate of interest to the short-term rate structure. 1940. Columbia. 

RICHARD T. STEVENS, A.B., M.A., Ohio State. The capitalization and investments of banks. 
1939. Ohio State. 

MILTON LONSDALE STOKES, Ph.D., Pennsylvania, 1938. Development and present position 
of central banking in Canada. Accepted. 

FRIEDRICH WOLFGANG STOLPER, Ph.D., Harvard, 1938. British monetary policy and the 
housing boom, 1931-35. Accepted. 

GLENN W. Sutron, Ph.D., Ohio State, 1938. An analysis of the monetary policies of 
the New Deal. Accepted. 

JosepH TAGGART, Ph.D., Columbia, 1938. Federal Reserve Bank of Boston. (Published by 
Bankers’ Publishing Company.) 

HaroLD W. TORGERSON, B.B.A., Minnesota, 1930; M.B.A., Northwestern, 1931. Time 
deposits of commercial banks. 1939. Northwestern. Accepted. 

KENNETH TREFFTZS, B.S., Illinois, 1936; M.S., 1937. The bankless communities in Illinois. 
1939. Illinois. 

HuRSHEL UNDERHILL, B.A., Oklahoma, 1927; M.B.A., Kansas, 1930. The Federal 
Reserve Bank of Kansas City. 1940. Columbia. 

James M. Wuitsett, Ph.D., Ohio State, 1938. Ohio bank suspensions and liquidations, 
1920-1937. Accepted. 

Grorce Y. L. Wu, A.B., St. Johns (Shanghai), 1934; M.B.A., Pennsylvania, 1936. China 
and the silver purchases by the United States government. 1940. Pennsylvania. 


Public Finance, Taxation, and Tariff 


CHARLES K. ALEXANDER, Ph.D., Wisconsin, 1938. The tariffs on pork and mutton. Ac- 
cepted. 

MarvVIN A. BACON, A.B., Michigan, 1929; A.M., Ohio State, 1931. Shifting and incidence 
of the gasoline tax and its effect on motor fuel consumption: a statistical study. 1940. 
Michigan. 

RicHARD C, BAKER, A.B., Harvard, 1926; A.M., Cornell, 1927. Roosevelt and the tariff. 
1940. Columbia. 

RusseLL Bowers, A.B., Miami, 1925; A.M., Illinois, 1929. The realization of income 
and federal income tax procedure. 1940. Michigan. 

Ceci. N. BRENNAN, B.Comm., British Columbia, 1933. Economic effects of taxation in the 
gold mining industry. 1940, Columbia. 

DoNALD FRANCIS CaRMONY, A.B., Indiana Central, 1929; A.M., Indiana, 1931. Indiana 
public finance, 1800-1846. 1939. Indiana. 
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FRED CLARENBACH, A.B., Missouri, 1930; A.M., 1932. New York State personal income 
tax. 1939. Cornell. 

ALBERT CARL DAMBRUN, B.S., Duquesne, 1936; A.M., Princeton, 1939. A study of railway 
taxation in the United States. 1940. Princeton. 

PEARCE Davis, Ph.D., Harvard, 1938. The American glass industry and the tariff. Accepted, 

THOMAS FINLEY DEBNAM, B.S., Virginia, 1923; M.S., 1928. Undistributed profits tax 
and corporate management. 1939. Chicago. 

C. H. Donovan, B.S., St. Lawrence, 1930. Fiscal re-adjustments in North Carolina, 1929. 
1937. 1939. North Carolina. 

JouN F. Due, A.B., California, 1935; A.M., George Washington, 1936. The theory of 
incidence of sales taxation, 1939. California. Accepted. 

DwiGHT FLANDERS, B.A., Illinois, 1931; M.A., 1937. Urban low rental housing and public 
finance. 1939. Yale. 

GeorGe HENRY HAND, Ph.D., Princeton, 1939. An analysis of some of the effects of tax 
rate limitation in Ohio, 1910-1935. Accepted. 

HERBERT WALTER HARGREAVES, A.B., Nevada, 1935; A.M., Clark, 1936. Obligations of 
federal incorporated agencies as contingent liabilities of the United States. 1940. Duke. 

C. LowELt Harariss, B.S., Harvard, 1934. The taxation of gifts in the United States, 1940. 
Columbia. 

James A. Hart, B.S., M.A., Fordham. Dual taxation in New York State. Fordham. 

WALTER W. HELLER, B.A., Oberlin, 1935; M.A., Wisconsin, 1938. State income and 
tax administration. 1940. Wisconsin 

ALBERT MILLER HILLHOUSE, B.A., Davidson, 1924; M.A., North Carolina, 1931. Munici- 
pal bonds: a century of experience. 1938. Northwestern. Accepted. (Published by Pren- 
tice-Hall, Inc.) 

GRENVILLE Ross HOLDEN, A.B., Harvard, 1931; B.Litt., Oxford, England, 1934; AM. 
Harvard, 1938. Effects of fiscal policy on incomes and employment. 1939. Harvard. 
JosEPH WALLACE HusTON, A.B., Drake, 1929, Taxation of liquor in the United States. 

1940. Chicago. 

VERNON L. IsRAELSON, B.S., Utah State Agricultural, 1929; M.A., Brigham Young, 1937. 
Over-all tax limitation and homestead tax exemption in theory and practice. 1941. Wis- 
consin, 

Neit HERMAN JacoBy, Ph.D., Chicago, 1938. Retail sales taxation: an analysis of eco- 
nomic and administrative problems. Accepted. 

LAWRENCE STEVENS KNAPPEN, A.B., Wisconsin, 1920; A.M., Rutgers, 1933. Revenue 
bonds. Columbia. Accepted 

MAuRICE WENTWORTH LEE, S.B., Lewis Institute, 1933. Anti-chain store tax legislation. 
1939. Chicago. 

WILLIAM FostER LOUGHEED, A.B., McMaster, 1936. The development and control of local 
financial statistics in selected states. 1940. Chicago. 

ROBERT GORDON Lutz, A.B., Oberlin, 1935. Administration of the property tax. 1940. 
Princeton. 

CHARLES S. MILLER, B.S.C., Iowa, 1931; M.A., 1933. The tax system of the state of 
Nebraska, 1939. Iowa. 

J. D. Morean, A.B., Illinois, 1934; A.M., 1935. The use of the taxing power for non- 
fiscal purposes. I/linois. 

REx J. MORTHLAND, A.B., California, 1933; A.M., 1934. State administrative supervision 
of local indebtedness in selected states. 1940. Chicago. 

HERBERT E. NEWMAN, A.B., Birmingham-Southern, 1936; M.A., Virginia, 1938. An 
analysis of the federal debt, 1922-1937. 1940. Virginia. 

EDMUND ANTHONY NIGHTINGALE, B.B.A., Minnesota, 1933; M.A., 1936. Taxation in 
Great Britain: an economic analysis of the national and local systems and comparison 
with corresponding American systems, with special reference to problems of organization 
and administration. 1939. Minnesota 

NorMAN NYBROTEN, B.S., Platteville State Teachers, 1935. Testing tax assessrnents for 
equalization. 1940. Wisconsin 
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JoHN RICHARDS PETRIE, B.A., New Brunswick, 1930; M.A., 1932. The Canadian tax 

"system. 1940. MeGill. 

THOMAS JESSE REYNOLDS, A.B., Swarthmore, 1933; A.M., Columbia, 1935. Cyclical 
change in property taxation. 1940. Columbia. 

SAMUEL ROSENBERG, B.S., Columbia, 1931; A.M., 1933. Tax exemptions on new housing. 
1940. Columbia. 

EpwarD B, ScHMIDT, A.B., Nebraska Wesleyan, 1922; A.M., Nebraska, 1932. An ap- 
praisal of the Nebraska tax system. 1940. Nebraska. 

NATHAN SEITELMAN, B.B.A., College of the City of New York; M.B.A., New York. An 
economic analysis of the undistributed profits tax. Fordham. 

Leroy A. SHATTUCK, Ph.D., Johns Hopkins, 1938. The debt ratio formula in municipal 
finance. Accepted. 

Lioyp B. SNYDER, Ph.D., Minnesota, 1938. The tax system of Nebraska, with special 
reference to its relation to agriculture. Accepted. 

HarOLD ROBERT SPIEGEL, A.B., Albion, 1932; A.M., Tufts, 1934. An analysis of the fiscal 
program of the federal government in recent years. 1940. Chicago. 

PAUL JOHNSTONE STRAYER, A.B., Swarthmore, 1933; A.M., Columbia, 1935. The taxation 
of small incomes. Columbia. 

CHARLES THEODORE TAYLOR, B.S., Arizona, 1931; A.M., Duke, 1938. Some relationships 
between size and per capita governmental cost payments of cities in the United States. 
1940. Duke. 

FRIEDA SILBERT ULLIAN, Ph.D., Radcliffe, 1938. Some economic aspects of the social 
security taxes as an instrument of social control. Accepted. 

Henry HILGARD VILLARD, B.A., Yale, 1932; B.A., Cambridge, 1934; M.A., 1939. The 
effect of public expenditure upon the national income. 1939. Columbia. 

EverETT GERMOND WALK, Ph.D., Pennsylvania, 1937. Loans of federal agencies and 
their relationship to the capital market. Accepted. 

ZENAS BEACH WALLIN, Ph.B., Wisconsin, 1912; Ph.M., 1919. A study in state aid as 
applied to local units of government in Oklahoma. 1940. Iowa. 

WitLaRD C. WECKMUELLER, Ph.D., Wisconsin, 1938. Tax delinquency in Wisconsin. 
Accepted. 


G. T. WELDON, B.A., Morningside, 1923; M.A., Iowa, 1930. An analysis of the Iowa 
use-tax law. 1940. Iowa. 

Epwarp C. WetsH, A.B., Lafayette; M.A., Tufts. Administrative protection: an institu- 
tional study of the administrative features of the United States tariff. 1939. Ohio State. 

FREDERICK JAMES WeEsTCOTT, B.A., McMaster, 1925. The tariff in the Canadian economy. 
1940. Toronto. 

WALTER WILSON, A.B., Nevada, 1931; A.M., Clark, 1933. A financial history of Worces- 
ter up to 1898. 1939. Clark. Accepted. 

WiLLIAM EpwARD ZIMMERMAN, A.B., Chicago, 1936. Short-term borrowings of state and 
local governments. 1940. Chicago. 


Population and Migration 


W. T. ALBRECHT, B.S., Carnegie Institute of Technology, 1929; A.M., Pittsburgh, 1934. 
The reaction to Malthus’ essay on population. 1940. Chicago. 

RAFAEL DE J. Corpero, A.B., Puerto Rico, 1927; A.M., Columbia, 1928. The problem 
of our population in Puerto Rico. 1940. Columbia. 

Leo ARTHUR THEODORE Haak, A.B., Cornell College, 1926; A.M., Iowa, 1928. Dis- 
continuity in a population. 1938. Harvard. 

DaviD Moopy Harrison, B.S., Ursinus, 1929; A.M., Duke, 1933. A history of English 
population doctrines, 1800-1900. 1940. Duke. 

FRANK LERoy Kipner, A.B., California, 1938. Economic consequences of declining rates 
of population growth. 1941. Columbia. 

ALEX LADENSON, B.S.L., Northwestern, 1929; J.D., 1932; A.M., Chicago, 1935. Aspects 
of Japanese emigration. 1940. Chicago. 
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JitsuicH! MasuoKa, B.A., Kansas State Teachers, 1928; M.A., Hawaii, 1931. The west. 
ernization of the Japanese family in Hawaii. 1940. Iowa. 

A. JANE Morre, A.B., Bryn Mawr, 1931; A.M., Radcliffe, 1933. A study of selective 
migration from Vastmanland County, Sweden, to Stockholm. 1939. Chicago. 

Harry B. Price, A.B., Davidson, 1925; A.M., Yale, 1933. Economic aspects of China’s 
population problem. 1940. Columbia. 

HAROLD WILLIAM SAUNDERS, B.A., Penn (Iowa), 1930; M.A., Iowa, 1936. Population 
pressure: a study in social equilibrium. 1939. Iowa. 

Grorce W. ZinkeE, A.B., Lake Forest, 1925; A.M., Southern California, 1931. The prob. 
lem of Malthus: an attempted reconciliation of the rigidity of the principle of population 
with the flexibility of the short-period analysis. 1939. California, 


Social Problems and Reforms 


KENNETH CHARLES BEEDE, B.A., George Washington, 1927; M.B.A., Harvard, 1929, 
Urban housing: quantitative and qualitative measures of demand and supply in local 
housing markets. 1940. American 

ISABEL JANET BLAIN, Ph.D., Bryn Mawr, 1938. Some characteristics of skilled perform. 
ance in the assembly of precision instruments as shown by a refined technique of motion 
study. Accepted. 

Mary JEAN BOWMAN, Ph.D., Radcliffe, 1938. Economic aspects of the histories of 
reformatory women. Accepted 

EVERETT JOHNSON Burtt, Jr., A.B., Berea, 1935; A.M., Duke, 1937. An inductive study 
of 5,000 unemployed registered with the Maine State Employment Service. 1941. Duke 

FRANK GREENE Davis, A.B., Howard, 1933; M.A., Ohio State, 1935. The effects of the 
Social Security act upon the status of the negro. 1939. Iowa. 

Frep O. Erbe, B.A., Drake, 1933; M.A., Iowa, 1935. A study of the social background of 
life inmates of Fort Madison Penitentiary. 1939. Iowa. 

MILTON FRIEDMAN, A.B., Rutgers, 1932; A.M., Chicago, 1933. The analysis of family 
expenditure data. 1940. Chicas 

HERBERT GOLDHAMER, A.B., Toronto, 1929; A.M., 1931. Non-profit voluntary organiza- 
tions in Chicago. 1940. Chicago 

KEITH WHITAKER JOHNSON, A.B., Kansas, 1934; A.M., Duke, 1937. Racial division 
of labor in the South. 1940. Dxke. 

Rospert H. JOHNSON, A.B., Maryville, 1936; M.A., Iowa, 1937. The national state and 
the economy. 1940. Iowa. 

VANT W. KEBKER, B.A., Minnesota, 1931; M.A., 1933. An analysis of consumer codpera- 
tion as a form of economic control. 1939. Minnesota. 

WILLIAM H. Koenic, A.B., Cincinnati, 1918; LL.B., 1919; B.S. in Comm., 1920. The 
economics of national self-sufficiency. 1941. Columbia. 

ELIZABETH P. LAM, A.B., William and Mary, 1928; A.M., Chicago, 1930. The place of 
Marxist ideology in Christian social philosophy. 1940. Chicago. 

Forest LA VIOLETTE, A.M., Chicago, 1934, Types of adjustment of the second generation 
Japanese on the Pacific Coast. 1939. Chicago. 

JoHN F. Mer, A.B., Miami; A.M., Maine. The theory of organization morale and the 
problem of its development and maintenance. 1940. Ohio State. 

HENRY MADISON OLIveER, JR., A.B. Southwestern, 1934; A.M., Duke, 1936. Some concepts 
of economic justice. 1939. Duke, Accepted. 

HELEN Potter, A.B., Vassar, 1933. Federal protection of the consumer. 1940. Johns Hop- 
kins. 

STANLEY RApPEPORT, A.B., Johns Hopkins, 1935. Economic aspects of the medical care 
of the indigent in Baltimore. 1940. Johns Hopkins. 

Oscar W. Ross, A.B., Pennsylvania State, 1930. Industrial homework in the United 
States. 1940. Columbia. 

ERNEST E. SCHWARTZTRAUBER, B.A., Miami, 1912; M.A., Columbia, 1913. Workers 
education in the United States in relation to American labor psychology. 1940. Wi 
consin. 
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RuTH E. SHALLCROSS, Ph.D., Bryn Mawr, 1938. Some problems in the control of indus- 
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FEDERAL TAX LEGISLATION, 1939% 


In the session of Congress that closed August 11, 1939, Congress passed four important 
acts dealing with tax matters: (1) the Internal Revenue code; (2) the Public Salary Tax 
act, 1939; (3) the Revenue act of 1939; and (4) Social Security act amendments of 1939. 


Although extensive tax revision measures predicted in 1938 were not 
passed or even considered in the session of Congress recently closed, 
four important measures were enacted. In contrast to previous tax laws 
that were designed to raise additional revenue, the legislation of 1939 
was passed primarily to improve the fundamental structure of the tax 
laws. The measures are significant in that they made fundamental changes 
in federal tax policy. The Internal Revenue code was adopted to remove 
inconsistencies in the various statutes, to simplify them and facilitate their 
use. The Public Salary Tax act of 1939 was passed for the purpose of 
abolishing the existing partial income-tax immunity of state government 
officers and employees and removing obstacles to state taxation of federal 
governmental compensation. The Revenue act of 1939 was adopted to 
extend certain excises about to expire and to revise the corporation nor- 
mal income tax in view of the early discontinuance of the bitterly opposed 
undistributed-profits tax. It made no changes in rates and exemptions of 
the individual income tax. Amendments to the Social Security act reduced 
payroll taxes for old-age insurance and revised the plan of paying benefits. 

In addition to this legislation, an important new plan of administration 
of the law was established. The Bureau of Internal Revenue has now 
decentralized the Income Tax Unit by organization of administrative 
districts and the setting up of administrative staffs in key cities throughout 
the country. In codperation with this plan the Board of Tax Appeals 
also has arranged for units to hear cases in these districts. Henceforth 
the taxpayer will not be forced to go to Washington to adjust tax diff- 
culties. 

‘Some matters mentioned in the present article, particularly those relating to the Public 


Salary Tax act and the Social Security amendments, are discussed at greater length in 
The Federal Income Tax (chapters 17 and 20), a volume by the present authors now in 
press 

Preceding federal revenue acts passed since the adoption of the Sixteenth (Income Tax) 
Amendment to the Constitution of the United States have been discussed in earlier volumes 
t the American Economic Review. Volumes and pages for reference to them are given in 
the Review of September, 1938 (vol. 28, p. 447). 
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